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ABSTRACT

Si nce i ndependence, Kazakhstan has noved ahead with housing privatization.
However, |ocal governnents still bear the burden of maintaining virtually
the entire nmulti-famly housing stock.

Working with the Mnistry of Housing, USAID and | CMA have devel oped a
pil ot programto denonstrate housing nmai ntenance by private conpanies in
a housing conplex of approximately 854 units. |In June 1994, the Prinme
M ni ster signed a decree reserving one mllion tenge to help finance the
pi |l ot program

This paper summarizes the pilot programin the city of Almaty fromits
inception to the contract award stage and outlines neasures taken to
devel op energing private naintenance contractors to build a free-
enterprise property naintenance and managenent industry throughout the
Republ i c of Kazakhst an.
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EXECUTI VE SUMVARY

For nmore than 60 sixty years the republic of Kazakhstan owned and
operated all of the country's housing, thereby fulfilling the comuni st
commitment to provide housing to all of the citizens. As Kazakhstan
becanme an increasingly inportant piece of the Soviet enpire, increasing
nunbers of people either were sent to Kazakhstan, as under the exile
progranms of Stalin, or chose to nbve there to work in the grow ng urban
centers of commerce and military industries, such as Almaty. |n order
to accommodate the influx of people, a nassive building program was
undertaken that resulted in Almaty's beconmng a comunity of
multifam ly, concrete, mid-rise buildings. Wth the introduction of
Perestroi ka the construction came to a halt as the conmmuni st form of
gover nnment shook, swayed, and finally fell.

Wth the fall of the commni st governnent the forner republics of the
Sovi et Union noved toward full independence. The shift brought
tremendous social and econom ¢ pressures on the citizens of Kazakhstan
and their energing government. Reforns initiated by the new republic
encouraged private-free enterprise activities and full participation by
the citizens in inplementing reforns. In housing, the reforns included
the privatization of the housing stock and the related private
managenent and nai ntenance activities. By the sumer of 1994, 70
percent of the housing in Almaty had been privatized.

To denonstrate the process for privatizing the naintenance of housing,
the republic of Kazakhstan enlisted the assistance of |ICMA, which, under
a contract with USAID, worked with the Republic and the city of Al maty
to develop a pilot programto denponstrate the feasibility of providing
better quality, |ower-cost, private maintenance services secured through
a publicly-advertised, open bidding process.

The pilot programreceived a significant boost when the republic of
Kazakhst an provi ded a 1,000,000 tenge grant to help fund the five nonth
denonstration. Mnths of neetings, training sessions, and

i ntergovernnental negotiations culmnated in an historic first for
Kazakhst an when on July 18, 1994, the city of Alnaty awarded the first
private nai ntenance contract to a | ocal contractor

Thi s paper describes the key events and neasures taken to inform
educate, and train government officials, |ocal business people, and
residents in the many details and steps that nust be created and

i mpl emented in order to acconplish a first-ever public solicitation and
private contract award within Kazakhstan

The paper is a frank discussion of the problenms and successes in

i ntroduci ng new nethods and procedures in an environnent that often is
di strustful of prograns that promse inproved living conditions, and
bureaucrats hostile to changes that eventually will elimnate their
jobs. The lessons |earned and the materials devel oped under the pilot
programwi || be of value to the privatization of housing and the

i ntroducti on of procedures to encourage the devel opnment of a private
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construction/ mai nt enance i ndustry.
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. I NTRODUCTI ON

A BACKGROUND

Kazakhst an conprises an area of 1,059,750 square miles or
approximately four times the size of Texas or five times the size of
France. Located between the Caspian Sea and Chi na, Kazakhstan enjoys a
| ocation that throughout history has made this an ideal place for
settlenent. The Kazakhs are a relatively new people, enmerging as a
distinct culture in the 15th century. Being of Mngol descent, they
lived a nonmadic lifestyle, establishing their traditional honeland al ong
the ancient "silk route"” in what is present day Kazakhstan. Rich in
natural resources, Kazakhstan becane an inportant settlenent area for
t he Russians, who established their rule over the region in the 19th
century, climaxing with the declaration of Kazakhstan as a republic in
the former Soviet Union in 1936

Under Sovi et influence Kazakhstan becane a principal natura
resource supplier of copper, zinc, magnesium tin, chromum titanium
natural gas, and coal. Weat, cotton and wool are the mgjor
agricultural exports. As a supplier of raw materials for the fornmer
Sovi et Uni on, Kazakhstan did not devel op an industrial base, a factor
adversely affecting econom c growth today.

B. HOUSI NG EXPANSI ON UNDER THE SOVI ETS

Wth the advent of the Communi st political systens, a significant
change took place in housing in Kazakhstan, particularly in Almaty. The
former Soviet Union provided housing free as a "social good." To neet
t he social objective and accomodate the rapid in-migration into the
cities, the Soviets | aunched a trenmendous housi ng devel opnent program
whereby the central governnment designed the housing and provided the
financing with construction being performed by the governnent, by
housi ng cooperatives, or through the sponsorship of enterprises and
mnistries for their enployees. The state-financed housi ng was
multifam |y, served by state-provided utilities including both hot and
cold water service, sewer, electricity, gas, and hot water heat. The
muni ci palities were assigned the responsibility of providing property
nmanagenent and mai nt enance servi ces.

C A DECLARATI ON OF | NDEPENDENCE BRI NGS HOUSI NG REFORM

In 1991, Kazakhstan declared its independence, establishing both
an el ected presidency and a parliament and affirmng the capital as
Alma-Ata (Almaty). Subject to approval by parlianment, the president
appoints the prime mnister and mnisters of foreign rel ations, defense,
finance, and interior. Local head officials are also appointed by the

president. In 1993, the unicaneral Suprene Soviet approved a new
constitution procl aimng Kazakhstan as an "i ndependent, denocratic,
secul ar, and unitary state.” The constitution specifically requires

that the president speak Kazak fluently. Russian is officially the
| anguage of inter ethnic comunication
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In the Decenber 1991, presidential elections, President Nursultan
Nazar bayev, a native Kazak and a former conmuni st governnment official,
ran unopposed and received 98 percent of the vote. President Nazarbayev
is a noderate progressive who is rapidly establishing political and
social refornms to further denmocratic principals and a nmarket-oriented
econony.

Kazakhst an has a hi gher per capita incone than any of the forner
Sovi et Central Asian Republics, but still far below that of the fornmer
Slavic or Baltic republics. Wth inflation running over 700 percent, it
is difficult to report accurate figures on the econony. Currently, the
m ni mum nont hly pension is 100 tenge, about $2.28 based on an exchange
rate of 44 tenge to the dollar. Many senior government officials earn
about 600 tenge ($13.00) per month. Professional people earn an average
of 200 tenge ($4.35) per nonth.

Data provided by the city of Almaty indicated that currently
rental inconme is paying |ess than 10 percent of the cost of operating
the housing. It is these very sane econom c conditions causing the
central government to nove forward on reforns in an effort to shift the
responsi bility and the cost of providing and mai ntai ning housing from
the Republic to the private sector. The current economc crises
not wi t hst andi ng, the central government continues to nove forward with
housi ng-reform prograns. Gadually, the need to shift the true cost of
mai ntaining the utility and nai ntenance services has becone under st ood
by the government officials. President Nazarbayev pronul gated a new
housi ng policy in 1993, wherein he called for the total privatization of
housi ng by 1995. In April, 1994, utility costs were adjusted upward by
500- 700 percent in an effort to begin to ratchet up the contributions
for rent and services paid by the residents. Masures presently are
bei ng devel oped to establish a fair rental -all owance system t hat
establishes a nore realistic charge for services and al so provides a
| evel of subsidy for protected classes such as the | owincone elderly
and the di sabl ed.

Anong the refornms initiated by President Nazarbayev is the
privatization of the housing stock, which was begun in 1989. By July,
1994, nore than 70 percent of the housing had been privatized. It is
expected that by the end of the sumer, virtually the entire housing
inventory will be under private, or enterprise owership. |In the
begi nni ng, homes and apartnents were sold for a | ow cost, often
arbitrarily determned. Over time, apartnments were sold for a
conbi nati on of coupons and cash and eventually given away to accel erate
t he process.

Wth privatization cane the energence of a housing rental narket.
Currently, government-controlled rents for a typical one-room apartnent
are between 11 tenge and 100 tenge per nonth. As Western firnms cone to
Almaty to establish a base of commerce, a free-enterprise, private
rental market is enmerging with owners denmanding rents of $1,200 or nore
for a two-bedroom fanmily housing unit. Wstern-style hotels are
charging up to $135 per night to cater to visiting business
representatives.



D. GOVERNMENT VAL NTENANCE OF HOUSI NG

Prior to the recent housing reforms, all of the housing was owned
and mai ntai ned by the governnent. Over 300,000 dwelling units in Al maty
were owned by the republic of Kazakhstan and nanaged and mnai ntai ned by
the city of Almaty. To acconplish this enornmous task, a maintenance and
management bureaucracy was established within the city. For nore than
60 years the governnental maintenance operations functioned at
decreasing levels of effectiveness in trying to maintain the aging
housi ng i nventory.

In 1990, the housing nmai ntenance functions were reorgani zed. At
the Republic |level, housing nmaintenance in the non-city areas is
admi ni stered by the Kazzhil konkhoz. The housi ng mai nt enance and
managenent functions at the republic level are divided into 19
obl zhi | konkhozs, one for each obl ast in Kazakhstan. The Kazzhil konkhoz
currently enpl oyees over 120,000 people. The reorgani zati on granted
cities the authority to establish a housing mai nt enance depart nment
within the city admnistrative structure. Under the reforns a joint
st ock housi ng nai nt enance conpany, zhil konkhoz, was established for the
city of Almaty and assigned the responsibility of the managenent and
mai nt enance of the Al maty housing stock. The zhil konkhoz reports to
both the city of Almaty adm nistration and the Kazzhil konkhoz; however,
the accountability is stronger to the city housing departnment than to
the republican Kazzhil konkhoz.

The city of A maty zhil konkhoz was divided into eight districts.
The mai nt enance and managenent functions for each district were assigned
to a divisional body called a preu. The preu then was divided into
three or four work clusters, abbreviated fromthe Russian as DEZ. On an
aver age, each DEZ has 250 - 300 apartnent buildings under its
supervision. Each DEZ has a governing body consisting of a director and
a staff of ten: a senior manager, three accountants, two clerks assigned
to passport control, and four maintenance | aborers. The preu can draw
on three construction crews with specialists trained to maintain the
el ectrical service, the plunbing system and all other equi pnent.
Overall, 410 people on an average, are enployed by a preu

The preu is charged with a nunber of governmental record-keeping
functions including the task of draft registration and passport control
Anong their nore traditional property managenment duties are the receipt
and processing of maintenance service requests and eval uati ons of
housi ng conditions through sem annual inspection of the najor systens of
every dwelling. The preu also is charged with the responsibility of
establishing the tariff rates for the housing, which consists of the
rent per square neter of living space, the rental charge for any
comerci al space, and the fee for city nmaintenance of the property. The
revenue collected is not reserved for a specific dwelling, rather the
i ncone and expenses are used to establish the annual budget and are
al |l ocated on an as-needed basis throughout the fiscal year
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HOUSING MAINTENANCE AND MANAGEMENT IN
THE REPUBLIC OF KAZAKHSTAN

REPUBLIC OF KAZAKHSTAN

KAZZHILKOMKHOZ

CITY OF ALMATY

[OBLZHILKOMKHOZ (19) j 4[ ZHILKOMKHOZ }

ONE FOR EACH OBLAST (COUNTY) JOINT STOCK
HOUSING MAINTENANCE
COMPANY

[ PREU (8) ]

DEZ ()

-/

As discussed earlier, the rents paid by the tenants are very | ow,
and for political reasons the fees for maintenance have not been
adjusted to support the city services. Currently, all revenues received
fromdwelling rent, comrercial rent, and mai ntenance fees pay for |ess
than 10 percent of the actual cost to the city. As a result, the |leve
of service has been mnimal, and the city has had to provide a subsidy
to provi de even nodest services. However, the city grant noney is
reserved for capital repairs; and inasnmuch as capital repairs are not
the function of the DEZ, all the grant nmoney goes to the preu; and the
DEZ is forced to operate on the limted incone fromthe rent-service
assessnents.

The inability of the city to provide even basic services has |ed
the residents to performrepairs and sone renpdeling on their units
i ndependent of the government system In order to acconplish the
repairs, the residents have had to rely on side contracts with the DEZ
or with DEZ enpl oyees, seek out private individuals to performthe work,
or, nost often, buy and install the materials thensel ves.

Privatization introduced the concept and created a nmechani sm
wher eby residents could becone owners of the dwelling units. Wile the
transfer of ownership of the dwelling units was reasonably understood,
no system had been established to transfer the common areas to private
ownership or to set into place a nmechanismfor private nmaintenance of
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the dwellings. As a result, multifamly dwellings have a m xture of
privatized units and city owned rental units, with both types of
resi dents paying the sane fees for maintenance and utility services.

E. THE Pl LOT PROGRAM FOR LARGE- SCALE HOUSI NG MAI NTENANCE
PRI VATI ZATION IN THE A TY OF ALMATY

In Novenber 1992, the U S. Agency for Internationa
Devel opnent, (USAI D), si gned a Menorandum of Understanding with the
Republ i ¢ of Kazakhstan under which USAI D agreed to provide technica
assi stance in housing policy and adm nistration. The goal of this
techni cal assistance is to introduce private market techniques to
facilitate the creation of a systemfor financing housing, the private
devel opnent of housing and the creation of a market based free
enterprise systemof contracting for property nmaintenance. As part of
this assistance, it was agreed to undertake a pilot project in housing
nmai nt enance privatization. Al nmaty was selected as the site for this
effort, and a steering committee consisting of representatives of the
republic of Kazakhstan, the city of Almaty and | CMA was established to
undertake the planning for the privatization of naintenance program

F. Pl LOT PROGRAM GOAL

The goal of the pilot programis to establish and test a node
system of private enterprise and open market procedures for the
conpetitive bidding, award, and nonitoring of housing maintenance
contracts.

G Pl LOT PROGRAM CBJECTI VES

There are two objectives to the pilot program first, to
denonstrate the feasibility of conducting a fair conpetition to select a
qualified private business to provide mai ntenance services for
residential buildings. Second, to denponstrate that a private firmcan
provide better quality services at the sane or |ower cost than that
provided by the city. It is further hoped that the pilot programw I
provi de the necessary experience to the governnents and to the comunity
as a whole, to enable themto apply the techni ques used in awarding the
first maintenance contract to other tasks that can be performed by
enmergi ng private sector businesses. The principle goal of the
privatization effort is to establish a free nmarket system whereby
associ ati ons of privatized owners are successfully partnered with
private naintenance contractors in a mutually beneficial arrangenent
such that over tinme, the owers will cone to denmand better maintenance
and in so doing establish a political base to support higher fees for
housi ng services. The following is a description of the program
el enents that have been acconplished with the help of a long term
resi dent advisor, and a series of short-termresident advisors.

1. RESEARCH AND DEVELOPMENT PHASE
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A ESTABLI SHVENT COF THE PI LOT PROGRAM STEERI NG COW TTEE

In Novenber, 1993, a comnittee was formed to organi ze and
i npl enent the pilot denonstration. Anmong those serving on the conmittee
are officials fromthe republic's newdy organi zed Mnistry of
Construction, Housing, and Territorial Devel opnent; the city of A maty;
and the I CVA resident advisors. The group is chaired by the republic's
Deputy Housing Mnister, Eric Ozoling. The committee devel oped a work
pl an, and after conducting a survey of a nunber of apartment conpl exes,
a pilot denmponstration site was sel ected.

B. Pl LOT PROGRAM SI TE SELECTI ON

The pilot denmpnstration site is |ocated on Lenin Prospekt and
Hadshi - Mukhana in the city of Almaty. The apartnment cluster selected
for the pilot programoriginally was planned to include 1,103 apartnents
and five commercial units in 20 md-rise buildings. Four buildings
consi st of 4 stories, 12 consist of 5 stories, and 4 consist of 9
stories, the latter being the only buildings to have elevators. As wll
be di scussed later, the project was reduced to 15 buil dings consisting
of 835 dwelling units.

The site was chosen for a variety of reasons. Firstly, the site
offered a mixture of building construction types including pre-cast
concrete, brick and stucco, and a variety of panelized wall treatnents
such as |inestone and concrete. Secondly, the buildings were
constructed between 1965 and 1979, thereby providing a sanple of
di fferent construction periods as well as an opportunity to anal yze the
need for capital repairs and replacenents to the structures and their
systens. Thirdly, the site originally had been constructed as a housing
facility for officials of the Kazakhstani Conmmuni st Party Centra
Commi ttee, whose headquarters were |ocated close by. This resulted in a
canpus that enjoys nore open space and anmenities such as paved parking
and a few garages, not found in other apartnent comunities. Lastly,
the site was sel ected because the residents, as reported in a fact and
attitude survey conducted by | CMA, supported the goals of the pilot
program (see Exhibit A)

One of the buildings is owmed by the Mnistry of Defense, and
because of some difficulty in gaining cooperation for the pilot
denonstration, was elimnated fromthe denonstrati on. Another building,
not contiguous to the others, was dropped fromthe pilot programto
facilitate the bidding and nonitoring of the maintenance contract. Four
ot her buil dings owned by special cooperatives or government entities
were elimnated by the steering commttee early in the program pl anni ng.
The renai ning buil dings are owner-occupi ed or tenant-occupied. The nost
current data available indicates that 70 percent of the quarter has been
privatized.

C EXPERI ENCE | N OTHER REPUBLI CS

The steering comrmittee reviewed the work plans and experience of
the privatization of housing in Mbscow, and a del egati on of |oca
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government officials and | CVA advi sors traveled there to gain further
information. The conmttee and the resident advisors of ICVA are

i ndebted to The Urban Institute and its resident advisor in Mscow,
Angus O sen, for their assistance and counsel in establishing the pilot
programin Kazakhstan. Borrowi ng heavily fromthe Mdscow experience, a
draft Request for Proposals and a Construction Contract docunent were
prepared by I CMA resident advisors

The steering committee invited Margarita Pinegina fromthe
Institute of Housing Econony in Mbscow to cone to Alnmaty and conduct a
sem nar in property-nmanagenent techni ques. Although the Mdscow
denonstration included both property nmanagenent and property
mai nt enance, it was decided that the scope of the denonstration in
Kazakhstan woul d be limted to property nai ntenance activities only.

Al though the vast majority of the pilot programresidential units have
been privatized, the mechanismfor transferring ownership of the public
portions of the buildings to the residents has not been established.
Because the comon areas remain under the control and mai ntenance
responsibility of the city of Almaty, it was determ ned that Val entina
Rezni kova, the vice president of Zzhilkonkhoz, (Joint Stock Housing

Mai nt enance Operation Departnent of the Gty of Almaty) woul d serve as
"owner" for the purposes of the denonstration. Her first task was to
establish a mai ntenance budget for the pilot programusing actual 1994
nmai nt enance cost data, annualized and adjusted for inflation

D. RESI DENT FACT AND ATTI TUDE SURVEY

In md-April, 1994, a survey of 700 famlies residing in the pil ot
program apartnents was conducted by BRI F, an Al maty-based professi ona
survey organi zation. Residents were asked a nunber of questions which
may be classified into the foll ow ng groupings:

* characteristics of their dwellings
* soci odenographi ¢ characteristics of respondents
* occurrences of maintenance failures in dwelling units
and common areas
* mai nt enance problens as seen fromthe resident's viewpoint
wi I lingness of residents to pay for better naintenance

*

The survey data coll ected provided a base on the perceived
condition of the property and the residents' attitudes before the
comencenent of the pilot program Updating the data during the
execution phase of the programwill help in reporting any changes in the
residents' perception of their homes and their community as a result of
the pilot program An analysis of the survey results indicates the
fol | owi ng:

1. The pilot programarea is considered typical of the A maty
housing inventory in terns of building and construction type
and size of dwelling units.

2. Various types of naintenance probl ens have been occurring.
As many as 44 percent of the respondents reported that there
were no lights in the entryways for an entire nonth; 65.8
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percent reported trash and garbage in the entryway; 75.5
percent reported failure to clean the refuse chutes; and
37.9 percent reported unpl easant odors in the stairways.

Apartnent-rel ated probl ens nost frequently reported were the
occurrences of breaks in the heating and the hot water
supply systens with only 8.1 percent and 13.2 percent of the
respondents reporting that these probl ens had not occurred
within the previous nonth of the survey.

3. The foll owi ng nmai nt enance probl ens are consi dered nore
i nportant by the residents: everyday cleaning, current
repairs, refuse disposal, and plunbing systemrepairs. The
data anal ysis reveals that there is a direct relationship
bet ween what peopl e consider to be a probl em and what they
are willing to pay to have corrected, although the degree of
willingness to pay is |less than the |evel of conplaint about
the problens. The survey al so denonstrated a stronger
wi llingness to pay as the income of the resident househol d
i ncreased.

4. A sub-sanpl e was nade of residents who reported having
recently requested assistance fromthe owner in correcting a
defect. Only 19.5 percent of this special group had the
repairs corrected in the specified tinme. The sub-sanple
respondents reported that 66 percent were strongly
di ssatisfied, and another 24.4 percent were not satisfied
with the service response.

[11. EINANCI NG THE PI LOT PROGRAM

A THE FY 1994 NAI NTENANCE BUDGET

The maj or financing of the pilot programcane fromthe fees paid
by the residents and the commercial rents collected by the city from
stores and busi nesses |ocated on the project site. A one mllion tenge
grant fromthe republic provided suppl enental financing. Throughout the
project, ICVMA was unable to gain insight into the process used by the
Republic in establishing the budget and maki ng the reconmendation that a
grant should be nmade to assist the pilot program |ICVA was able to
obtain fromthe vice president of the Almaty Zhil konkhoz, Reznikova, a
copy of the present budget for the project area. That budget is as
fol | ows:
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| NCOVE
Square neter rent based on 55,010 sq. mof usable living area.
5-84 tenge per year
0-49 tenge per nonth

Residential rents

i ncl udi ng services 99, 018
Conmrerci al rents 42, 496
TOTAL RESI DENT CONTRI BUTI ONS 141, 514
Conpensation fromutility
providers 179, 552
Cty subsidy for housing 825, 635
TOTAL SUBSI DI ES 1, 005, 187
TOTAL | NCOVE 1, 146, 701 tenge
CURRENT REPAI R EXPENSES

Wat er supply system and

heating system pl unbi ng

and el ectrical systens

nmai nt enance (does not 339, 529
include utility consunption)

Repairs to roof, stairways,
wi ndows, doors, cleaning of
flues 113, 927

TOTAL CURRENT REPAI R 453, 456

HOUSEKEEPI NG

Wast e renoval 121, 335
Li ghts 8,102
Uniform tools,
| abor protection 6, 344
Di si nfecting 3, 456
Wal kway cl eani ng 17, 264
TOTAL HOUSEKEEPI NG 156, 521
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PERSONNEL COSTS 463, 320

ADM NI STRATI ON AND
MANAGEMENT COSTS 68, 640

M scel | aneous 4,764

TOTAL MAI NTENANCE EXPENSE (1, 146, 701) tenge

The foll owi ng nai ntenance and capital repairs are budgeted for 1994

ELEVATCR MAI NTENANCE 111,120

CAPI TAL REPAI RS 300, 000

In reviewi ng the above budget one woul d assune that the cost for
the five nonth pilot project would be approximately five-twel fths
(477,792 tenge) of the total budget. However, the pilot program scope
of work required during the brief pilot programtermlinmts the tasks to
the custodial and mnor repair duties thereby elimnating the capital
repairs, elevator maintenance, waste renoval and the systemrepairs
not ed under "current repair," fromthe above budget, thereby naking a
budget conmparison difficult. Establishing the budget is further
frustrated by the fact that the scope of work specifically addresses the
tasks that the DEZ is not now doing, or in the case of grounds
nmai nt enance, is doing infrequently and poorly. The evaluation of the
total budget for the project is also conplicated by the differing
opi ni ons of the various government officials who have sent confusing
nessages to the consultants and the contractors by saying that there are
three sources of funding for the denonstration, with the mgjority of
fundi ng com ng fromsources other than the one mllion tenge grant from
the republic. This would | ead one to assune that at a mninmum the
total budget would be in excess of two mllion tenge. Again, if you
exam ne the budget, you will discover that the anpbunt provi ded by
resident contributions is 141,514 tenge per year, or 58,964 for the five
nonth program Using the statenments of the officials, the maxi mum
budget woul d be sonething under twi ce the amount identified as the
resi dent contributions, or 283,028. As will be discovered later in this
report, no bids cane in for less than 735,006, and that bidder was
ridiculed for submtting a bid that was so low as to rai se the
suspicions of the republic and city officials.

B. GRANT FROM THE REPUBLI C OF KAZAKHSTAN

In the spring of 1994, the project was del ayed due to a shortfal
bet ween schedul ed i ncome fromthe pilot properties thensel ves and the
proj ected m ni mum budget for basic maintenance services. Further
conplicating the budget concerns was the inability or unwillingness of
the city to provide a grant to make up for the shortfall. The Mayor of
Almaty and the Mnister of Housing petitioned the Cabinet of Mnisters
to help fund the project.
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In June, 1994, Prime Mnister Sergei Tereschenko announced that a
grant in the amount of 1,000,000 tenge fromthe reserve fund to the
Cabinet Mnisters of the Republic of Kazakhstan had been allocated to
the Joint Stock Housi ng Mai ntenance QOperation Departnment Conpany
(Zhi |l konkhoz) to finance a denonstration of the Housi ng M ntenance
Privatization Denpnstration Project. This inportant conmtnment on the
part of the Republic pronmpted ICVA to send the author, M chael E
Kuchar zak, on a six-week assignnent to nove the pilot programthrough
t he bidding and contract award phases.

I V. PROCUREMENT PHASE

A REQUEST FOR PROPCSALS

On June 17, 1994, the republic Mnistry of Construction, Housing
and Territorial Devel opnent published an official notice advertising the
pilot programand inviting persons interested in submtting housing-
mai nt enance proposals to call the republic or the city of Almaty for
nmore information. An informational neeting was planned for June 22, to
brief prospective bidders on the pilot program and the biddi ng process.

In preparing for the neeting, it becane apparent that there were
di ffering understandi ngs as to how the bidding process was to proceed.
The docunents borrowed from Moscow, only slightly nodified for use in
Al maty, were interpreted by the republic to facilitate a two-phase bid-
sel ection process. Contractors who attended the informational briefing
were to conplete a proposal that consisted of two parts: (1) a
t echni cal proposal whereby the contractors would provide information
about their business and contracting experience and (2) a cost proposal
The republic intended to require that all technical proposal docurents
be submitted by prospective bidders three cal endar days after the
publication of the notice. The technical proposals then would be
submtted to the steering committee, which would reviewthe
qualifications and rank the technical proposals into two categories:
(1) those that appeared to have sufficient experience to have a
reasonabl e chance of conpleting the contract; and, (2) a discard
category of proposals fromcontractors, who, in the opinion of the
commttee, were found to be lacking in experience. Bidders who were
determ ned to be qualified under this process would be invited to a
second neeting, which would be nore akin to a true pre-bid neeting
during which instructions on preparing the cost proposal and a site
visit would be undertaken.

The process was troubl esone for several reasons but primarily
because the process heavily favored experienced contractors who coul d
denonstrate that they had the enpl oyees, equipnent, experience, and
financial stability to undertake the contract. Another vexing concern
was the know edge that the director of Zzhilkonkhoz, the city agency
currently charged with the property mai ntenance functions, and the owner
of the non-privatized portions of the project, had stated his intention
to submt a bid proposal as a naintenance contractor. A nunber of
events further conplicated the appearance of fairness in the process.
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One was the decision, as contained in the Prime Mnister's decree, to
gi ve the 1,000,000 tenge grant for the pilot project to the director of
Zhi | konkhoz to administer. Another concern was the chairman of the
steering conmttee's selection of the vice president of Zzhilkonkhoz to
serve as the "owner" for purposes of the denonstration. Because the
vice president answers to the director of Zzhilkonkhoz, it would be very
difficult to preserve an appearance of fairness should the director of
Zhi | konkhoz be awarded the contract due, in part, to a selection process
skewed to favor bidders who had nmi nt enance experience, equipnent,

enpl oyees, and financial resources that, with the exception of the city
departnent and perhaps a few | arger contractors, were nonexistent.

The pilot program suffered a mpjor setback when the newspaper was
unable to publish the official nmeeting notice as schedul ed, which
del ayed the publication for four days. This may not seemcritical, but
for an incipient public bidding process, any time |ost may nean a | oss
of qualified bidders who woul d need extra training and consideration in
order to fulfill the programis objectives of a fair conpetition to
sel ect a private mai ntenance contractor. The delay required a shift in
the project schedule as foll ows:

Newspaper notice to run Thur sday June 16

I nformati onal neeting

for interested bidders Wednesday June 22
Applications close Fri day June 24
Meeting to revi ew questions

of prospective bidders Monday June 27
Proposal s due back Monday July 4

Pre-bi d conference Wednesday July 6

Bi ds returned Fri day July 15
Contract awar ded Monday July 18

This was far fromthe best schedule for an initial public bidding
process, but it was the tightest schedule that coul d have been of fered
and still be reasonably assured that responsive bids would be received.
Furthernore, the schedul e respected the republic-established starting
date for the contract: August 1, 1994,

The delay in the program enabled the | CVA resident advisors to
begin work on a training guide to assist first-time contractors in
under st andi ng the bi dding process. There was a consensus that nost
contractors, even the locally experienced, would benefit by a basic
sem nar on cost-estimating and responding to a call for bids.

The tine gained by the delay was further used to provide a carefu
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review of the translations of the Mdscow docunents as nodified for the
Almaty denmonstration. In so doing, it was deternm ned that the two-step
process for contractor selection envisioned earlier, and apparently
nodel ed after the early Moscow experience, nmay prove to be detrinmenta

to the goal of attracting a successful private contractor to provide the
mai nt enance services. The lack of a prescriptive scope of work al so may
| ead neophyte contractors into submitting a bid that is destined to
cause themto fall short of performance expectations, |ose a substantial
amount of noney, or both. The request for bid and nodel contract
docunment s al ready had undergone a review by the steering comittee, and
the | CVA staff was unconfortable with making maj or changes at this point
in the program However, the desire to sinplify the conpletion of the
bi ddi ng docunents and the need to linmt the scope of work to what
realistically could be expected of a first-time contract having a five-
nonth duration justified a conplete review of the biddi ng docunents.
This turned into a major task requiring nunerous neetings with the
central governnent representatives on the steering conmttee.

Respecting their desire to have a perfornance-based scope of work, the
parties agreed on the foll ow ng:

1. The contractor would not be responsible for any repairs
inside of the dwelling units. As repair requests were
received, they would be referred to the owner for
processing. In the case of rental units, that would be the
DEZ. In privatized units, it would be the unit owner who,
in turn, either could have the contractor do the repairs
outsi de of the major contract (no change order, private
arrangenents for conpensation) or contract with the DEZ or
anot her private contractor.

2. Heating, plunbing, electrical and elevator repair work were
not included in the scope of services of the contract.
Presently, repairs to these systens are handl ed by
specialists. |If the repairs are outside of the buil ding,
one set of services responds. |If inside, the DEZ dispatches
speci alists authorized to repair the systens.

3. The roofing system the exterior facade, and the bal conies
were outside of the scope of service of the contract.
Again, the owner could request that the contractor provide
assistance either in the formof advice or direct service
repair. Any work perforned by the contractor to the above-
nentioned systens woul d be outside of the scope of work of
the contract and woul d have to be negotiated privately.

4. Exteri or doors and wi ndows inside the comon stairways woul d
be included in the scope of services.

5. Emer gency response. The owner must post and provide
enmer gency tel ephone nunbers for the residents' use. Wen
the contractor receives notification of an energency
situation, he/she should take i nedi ate neasures to abate
the problem (usually shutting off the utility) and notifying
the owner pronptly to obtain further direction
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Sel ective preventative mai ntenance. The contractor

regul arly nust inspect and survey the building systens,
conponents and grounds and advi se the owner of any matters
requiring attention. |If the owner chose to utilize the
contractor in correcting the defects, active or latent, the
extra work and conpensation woul d be outside of the
contract.

Havi ng come to some agreenent on the limts of the contractors

per f or mance,

we were able to define a scope of work for the contract

that read as foll ows:

1

Current repair. This includes any ordinary repair to
bui | di ngs and associ ated systens, structures, and grounds
required to keep buildings in good working order. Current
repair includes replacenment of broken wi ndows and repair or
repl acenent of stairs, lighting fixtures, and railings in
the common areas of the buildings. Current repair does not
include capital repair or extraordi nary repair maintenance
such as the replacenment of elevators or replacenment of mgjor
bui | di ng conmponents.

Enmergencies. An energency is any repair that poses an

i medi ate threat to the safety and wel |l -being of the
residents or the general public including any hazardous
condition inside or outside of the buildings. An exanple of
an enmergency condition is a gas leak in a flat or a
bui | di ng.

Refuse and litter removal. The contractor would be
responsi bl e for assuring that refuse and litter are properly
stored in the areas designated for city pick-up. 1In

addition, on a regularly schedul ed basis, the contractor
woul d cl ean and di sinfect the refuse disposal equi pnment
i ncl udi ng chutes, bins, and refuse containers.

Janitorial service. The contractor would be responsible for
performng routine janitorial tasks such as washing w ndows
in stairways, sweeping and washing the stairways and

el evator cabs, and replacing light bulbs in Iighting
fixtures in the stairways and ot her conmobn areas.

Grounds keeping. This includes the maintenance of an
attractive appearance of the grounds through regul ar

cl eani ng and mai ntaining of any plantings, playground

equi prent, wal kways and parki ng areas and, where necessary,
per f ormance of seasonal tasks such as |eaf renobval, snow and
ice renmoval , pruning, and | awn nai nt enance.

Sel ective preventative nmai ntenance. The contractor would be
responsi bl e for preventative mai ntenance of the building and
its nmaj or system conponents, as agreed upon with the owner
Preventative mai ntenance is the performance of regularly
schedul ed nmai ntenance to prevent and decrease the need for
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nore costly repairs.

It was further agreed that the contractor would not be responsible
for the foll ow ng:

Capital repairs. Capital repairs are major or extraordinary
repairs such as installation or replacenent of elevators,

repl acenent of roofs, or installation of new heating systens.

(The contractor shall assist the owner by pronptly reporting
conditions that require capital repair. Suggestions fromthe
contractor on courses of action to repair or replace capital itens
were to be encouraged)

Repairs inside of apartments

Repairs to heating, plunbing and electrical systens, roofs,
el evators, building facades, or bal conies

Tenant -t urnover repair
Di spatch of DEZ nai nt enance enpl oyees
Contracts for utilities or other communal services

The cal culation or collection of rent, utility charges, or
communal service fees

Passport contro
Draft registration

Leasi ng of vacant units

B. MEASURES TAKEN TO ASSURE PRI VATE CONTRACTOR PARTI Cl PATI ON

Concerned that the private sector would not respond to the
of ficial notice published by the republic, the ICVA office devel oped a
list of all contractor businesses that could be identified by
researching ads placed in the newspaper and by contacting other agencies
that recently had contracted for sone nai ntenance service. The research
resulted in 15 names and tel ephone nunbers. Four nunbers proved
i ncorrect or disconnected, and 11 contractors were contacted by the
staff and encouraged to participate in the schedul ed i nformationa
nmeeti ng.

C. | NFORVATI ONAL MEETI NG FOR PROSPECTI VE Bl DDERS

The schedul ed neeting to provide basic information on the pil ot
program and the biddi ng process was attended by four contractors.
Al t hough specifically invited, no one fromthe city mai nt enance
department attended the neeting. The staff fromthe Mnistry of
Construction provided the background i nformati on and expl ai ned that the
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bi ddi ng docunments were being finalized and would be delivered to their

pl ace of business. The questions asked by the contractors indicated a
hi gher | evel of understandi ng about the bidding process than had been
expected. The contractors expressed sone concern as to how the

sel ection of the contractor would be made. In particular, they were
concerned if the experience of the contractor and the ability to perform
the scope of work would be determ ned prior to selection. The
contractors, working with a brief sunmary of the scope of work taken
fromthe nodel contract, asked if grounds-keeping duties also required

t he mai ntenance of the playgrounds. The ministry officials shared their
per f or mance approach to the bidding process by stating that 1,000, 000
tenge had been reserved for the pilot program They stated that in
preparing their bid, the contractors should determ ne how they woul d
approach the requirements of the scope of work for the noney avail abl e.
They further explained that the proposals submitted woul d be revi ewed by
the steering committee, which would review the proposed work plan and
budget and sel ect the contractor determ ned by the conmttee to have
subm tted the best work plan for the | owest cost.

Thi s disclosure of the 1,000,000 tenge grant, with no discussion
of additional suns of noney to be provided, was contrary to what had
been di scussed earlier, that being the statenents made by republican
officials that the 1,000,000 tenge grant was designed to pay only for
I ess than half of the cost of the pilot programand that the majority of
t he needed funds would conme fromthe tenant service fees and the
comercial rents collected by the city. The discussion of funding then
led to a discussion of contract progress paynents. Because of the
econom ¢ problens and the runaway inflation, the contractors asked if
the contract could be paid in US. dollars. They were assured that a
nmechani smfor adjusting for inflation would be included in the contract
docunments but that with a substantial anobunt of noney coming fromthe
Republic and the city, the contract would have to be paid in the
currency of Kazakhstan. The contractors left the nmeeting with
expressions of interest and a willingness to further participate in the
pr ogr am

D. A REDES|I GN OF THE BI DDI NG DOCUMENTS

Havi ng net sone of the prospective bidders and heard their
concerns, the ICVA staff decided that the performance approach to the
bi ddi ng required bi d-subm ssion docunents that were easy to understand
and conplete and that sonme efforts nmust be made to make the bidding
paperwork less intimdating. It also was decided that the contenpl ated
contractor training should be held soon after the pre-bid neeting, and
t he sem nar should focus on the cost-estimating process and the
devel opnent of a work plan.

In restructuring the bid-subm ssion docunents, efforts were nade
to abandon the free-formresponse approach of the current docunents,
whi ch favored bidders experienced in witing conpany resunes and
unstructured work plans and cost estimates. The technical proposal is
called a Contractor's Statenent of Qualifications and uses a
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questionnaire format to help guide the contractor in providing the
requested information (Exhibit B). Care was taken to limt the anount
of response space for areas such as contract experience so that newer,

| ess experienced contractors would not becone intinmdated by a | arge
space reserved for their response and perhaps choose not to conplete the
bi d docunents. The use of a structured response instrunent al so would
facilitate a fair and pronpt review of the subnmitted docunments. The
provi sion of a bid-response docunment for the work plan and budget |ed
the staff to develop a Contractors Wrk Plan and Budget packet that
reserved one worksheet for each of the six areas contained in the scope-
of -work sections of the Request for Proposals and Mddel Contract
docunments. The worksheets were acconpani ed by a page of instructions
and a bid-summary form (Exhibit C. The concern regarding the bidder's
packet being too intimdating was addressed by having each of the two
forms that the contractor nust conplete and return as his/her bid
printed on different colored paper. This nmade reference to the
docunments in the text and in the training sessions easier and left the
remai ning materials contained in the bidder's package easily
identifiable as educational and informational material provided for the
contractor's reading (Exhibit D).

The concerns regardi ng conpensati on expressed by the contractors
led the staff to establish a procedure for adjusting the contract price
for inflation and the devel opment of a system of perform ng progress
i nspections and contract progress paynents.

The creation of a nechanismto adjust the value of the contract
over the life of the contract resulted in contract |anguage which
required that all payments to the contractor be adjusted for
fluctuations in the value of the tenge/dollar exchange rate against a
constant established as the exchange rate at the comencenent of the
contract.

In order to facilitate the progress inspection and resulting
conpensation requirements of the contract, a Property Inspection Form
was devel oped (Exhibit E). The formutilizes a table format to set
forth the six work areas contained in the scope of work and requires the
person conducting the site inspection to rank the observed conditions
for each work area as satisfactory, unsatisfactory, or outstanding. A
numerical value was attached to each score, and the threshold and
ceiling score for each of the three rating classifications was
established. The inspection formwould be used by the steering
comm ttee nmenber appointed to act as owner and by the | CVA staff to
conduct a weekly inspection of the pilot programsite. The aggregate
nureri ¢ weekly scores assigned by the owner would be used to conpute a
performance score for a given nonth. Contractors earning a satisfactory
score would be entitled to receive the nonthly prorated share of
conpensation as set forth in the contract. A outstanding score would
entitle the contractor to the prorated nonthly share of the contract but
woul d al so provide a 10 percent performance bonus. |t was expected that
this nonetary benefit would provide sufficient incentive for the
contractor to continue to take extra neasures to inprove the livability
and appearance of the site. An unsatisfactory score would require that
the owner state in witing the conditions that Ied to the unsatisfactory
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rati ng and provi de specific neasures that nust be undertaken by the
contractor within a prescribed tine period in order to have the sanction
lifted. Continued unsatisfactory performance would result in

di sciplinary actions up to and including contract term nation

The small turnout of contractors at the informational neeting |ed
ICVA to contract for a paid display adverti senent in the Caravan
newspaper intended not only to solicit additional contractor interest
but also to set forth the agreed upon project schedule. The ad ran on
the Friday before the three-day Fourth of July weekend, and by Tuesday,
contractors were calling and stopping in the 1CVA offices to gain nore
i nformation and to pick-up bid proposal packets.

E. A MAJOR SETBACK IN THE PRQJECT LOOVS

The day before the pre-bid conference, the Vice Mnister of
Housi ng and the chairman of the project's steering comrmittee, returned
froma one-nonth trip to Arerica where he participated in a workshop on
housi ng and | and planning issues. A neeting was scheduled to brief the
vice mnister and the menbers of the steering conmttee on the process
of conducting the pre-bid conference schedul ed for the next day. During
the nmeeting the vice mnister indicated that he wanted to be certain
that the contractors were told at the pre-bid conference that the bid-
review teamwoul d require that the contractors denonstrate that they had
sufficient experience, equipnment, enployees, and financial support to
undertake the mai ntenance contract. The statenment caused us to realize
how much had been acconplished and changed during the previous four
weeks. We then found ourselves having to use the neeting to bring the
chairman up to speed on the work that had been acconplished during his
tinme out of the country. At the end of the neeting the vice mnister
directly addressed the vice president of the Zzhil konkhoz and invited her
organi zation, the public body which currently serves as nunici pa
I andl ord over the entire housing stock and the agency that is charged
with the responsibility for all of the property maintenance, to bid on
the pilot program nmai ntenance contract.

I medi ately follow ng the meeting, the | CMA resident advi sors net
privately with the vice mnister and asked himto contact the president
of the zhil konkhoz and determ ne his intentions on bidding on the
contract. The Vice Mnister said that he did not expect the president
personally to bid, but he believed that a subordinate to the president,
a director of the district preu, may submt a bid, which he believed
woul d be acceptable. The resident advisor stressed the goal of the
project to encourage private businesses to assunme responsibility for the
nmai nt enance of the housing inventory. He strongly stated that if the
programtook on the appearance of a setup whereby the city-appointed
agency was selected as the contractor to continue to performthe
mai ntenance with the only difference resulting fromthe pilot program
bei ng that the agency now had access to the 1,000,000 tenge grant, then
the I CVA woul d renpve its support fromthe pilot program and encourage
USAID to do the same. Although the advisors left with the request that
we learn of the intentions of the city maintenance organi zation, no
answer was ever given prior to bid-opening day.
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F. THE PRE- Bl D CONFERENCE

The pre-bid conference was held on July 6, 1994. Arrangenents
were made to have the conference and the contractor training to be
vi deo-recorded. Ten contractors including the city mai nt enance
department attended the briefing. The Vice Mnister of Housing provided
a history of the pilot program Using overhead transparencies in the
Russi an | anguage and an interpreter, M. Kucharzak provided a step-by-
step wal k-t hrough of the bidder's packet and the process of conpleting
and submitting a bid.

The questions raised by the contractors dealt with a need for
further assurance that proposals fromprivate contractors i ndeed were
wel coned. One question pronpted a review of the procedure of presenting
the bid proposal in a sealed envel ope to be delivered to the | CVA
offices no later than noon on Friday, July 15. Participant feedback and
the limted nunber of questions confirned that the materials had been
presented at a |level readily understood by the attendees.

A disturbing turn was taken when imedi ately after the forma
presentation, the Vice Mnister of Housing, along with the president of
the city's maintenance departnment, confronted the | CVA resident advisors
with the suggestion that the scope of work be rewitten to require nore
techni cal duties such as systemrepairs and the mandatory correction of
defects within the apartments. The resident advisors told the Vice
Mnister that it was too late to change the scope of services for a
contract that had just undergone a pre-bid conference. It was further
enphasi zed that the contract, including the scope of work, had been
devel oped in close cooperation with his staff and a nmgjority of the
steering committee menbers. The president of the city's maintenance
departnent chal |l enged the scope of services as being so sinmplistic that
a child could do the tasks. He went on to say that his agency had
t echni ci ans and equi pment to performelectrical, plunbing, and heating
repairs and suggested that the contractor al so be expected to have the
sane resources and performthe sanme repairs. The advisors responded
with an explanation of the reasons for limting the scope of work
enunerating the short termof the contract, the unknown budget, and the
I ack of current survey data on the conditions of the apartnment
interiors. The prinme reason for limting the scope was the five-nonth
termof the pilot program The unknowns of the project easily could
result in a contractor's unknowi ngly entering into a contract requiring
the correction of years of defects that had accunmulated within the
dwel ling units. This could cause an unsuspecting contractor to go
bankrupt. The comments regarding the substantial anmount of equi pnent
and techni cal expertise possessed by the city agency al so were
interpreted by the advisors as conditions that could not be met outside
of the governnmental maintenance system The advisors again stressed
that to require other contractors to denonstrate sinmilar capabilities
woul d be tantamount to a direct assignnment of the contract to the
exi sting agency responsible for providing nmaintenance with the only
benefit being that the agency woul d now have anot her 1,000,000 tenge in
their budget. The advisors said that this would be unacceptable to the
agenci es that had expended a great deal of tinme and noney to provide a
fair denmonstration of the ability of the private sector to performtasks
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currently performed by a governmental nonopoly.

G COST- ESTI MATI NG SEM NAR

On July 8, 1994, a cost-estimating sem nar was conducted by | CVA
for any contractors interested in |earning nore about the process of
devel opi ng detailed cost estimates. Five contractors attended the
sem nar, which provided a step-by-step wal k-through of the cost-
estimating process using the stair-washing requirenment fromthe
janitorial portion of the scope of work as the exanple of the cost-
estimating process. The participants were provided wi th sanmple cost-
esti mator "takeoff sheets" and were shown how to cal cul ate overhead and
profit. During the sem nar the contractors were offered a nunber of
record- keepi ng and busi ness organi zati onal techniques designed to help a
prospective bidder approach the bid submission in an organi zed manner,

t hereby reducing the risk of forgetting a requirenment and perhaps | osing
noney or the bid itself. The sem nar assisted the contractors in
understandi ng the detail ed steps necessary in breaking a sinple task
such as stairway-washing into the various conponents of material s,

| abor, equipnent, and, finally, overhead and profit.

The sem nar was vi deo-recorded, and sanples of the presentation
materials are included as Exhibit F.

H. MEETI NG W TH RESI DENTS

On the evening before the bid-subm ssion day, a nmeeting was held
at the project site to informthe residents of the progress bei ng made
on the project and to encourage their involvenment. The neeting was
pronmot ed by posting bright pink flyers on the entry doors to the
apartments. Colored paper typically is not used in Kazakhstan, and the
bright notices imrediately were read by the residents who were just
returning home fromwork. Interest in the project was further enhanced
when the local television station aired a segnent on a popul ar
tel evision program "Business dass," which features business news in
the viewing area. The program aired on Tuesday ni ght and on Wednesday
norning. Sone concern was felt when on the day of the neeting, a dry
spell was broken with a hard rain that |asted nost of the day. Just
before the neeting time, the weather turned sunny and warm and as the
presenters arrived at the sumer stage area on the project site,
clusters of residents were wal king the footpaths |eading to the neeting
site.

The vice mayor of the city of Almaty attended along with
representatives of the city maintenance departnent, staff of the
m nistry of housing, and the | CVA staff and advi sor working on the
program The approximately 200 residents gathered heard the Vice
M ni ster of Housing provide a summary of the pilot project and its
i nportance to the future of housing in Almaty. He went on to stress the
i nportance of the residents to see thenselves as owners and to take an
active role in the denpnstration. Questions were entertained, and a
nunber of people wanted further assurance that the pilot project would
not cost them additional nmoney. The vice mnister explained the goal of
the republic to have all of the housing privatized and under private
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management by 1995. He enphasized that the pilot program has a specia
grant to help defer the cost of the experiment but that eventually,

resi dents would have to pay nore toward their housing. He stated that
if better service were received, they would be nore willing to pay nore.
This seenmed to be understood and accepted by the residents. Severa

resi dents spoke about the problens they were having with the dogs that
had taken over the playgrounds, disturbing their sleep. They

acknow edged the negl ect and | ack of nmnaintenance that over the years had
changed the once beautiful community. Short speeches were nade by

resi dents who chal l enged the project comunity to reflect on their
lifestyle that had littered and danmaged their hone environment. One
resident |anented that they were so callused to their way of living that
peopl e had to cone fromAnmerica to help themlearn howto live and to
respect property. The vice mnister stressed that we were not trying to
introduce the American lifestyle into their lives but rather were there
to help them prepare for nore responsibility and accountability for

t hensel ves as owners and for their comunity. He enphasized that
presently nost owned their apartnent hones and that eventually the
ownership of the entire conplex would be granted to them Some
residents called for the | egal mechanismto give themthe status of
owner to act on their own behalf. The Vice Mnister explained the work
underway and that which still had to be done, giving special enphasis to
the need for a rental -all owance systemthat took into consideration the
financial pressures on special -need popul ati ons.

Kuchar zak addressed the group and encouraged their participation
in the pilot program He explained that once the contractor had been
sel ected, another neeting would be held to introduce the contractor to
the residents. He went on to say that instructions would be provided as
to how the residents were to report repairs and to help evaluate the
performance of the contractor. In enphasizing the remarks nmade earlier
by the vice mnister and the residents, Kucharzak encouraged the
residents to organi ze thensel ves and to sel ect spokespersons to take an
active role in the project. He offered the assistance of the | CVA staff
in hel ping themforma resident council and participate directly in the
managenent of the pilot program

The nmeeting ended with refreshnents and informal discussions on
the project.

l. Bl D- SUBM SSI ON DAY

By noon on July 15, five bids were received at the I CVA of fices.
One contractor decided to remain for the 12:15 opening, and the others
preferred to return later. The ICVA staff and the contractor were
joined by the Vice Mnister of Housing. At 12:07 a representative from
the city DEZ brought in a bid proposal. Kucharzak refused the bid
stating that it had been presented too late. The vice mnister
suggest ed that perhaps an exception could be made since it was only
12: 08. The ICVA staff said that five other contractors had delivered
bids in on tine and that it would not be fair to accept a late bid from
anyone. The city people said their watches said ten to twelve, that the
traffic was heavy, and that they had been del ayed in making | ast-mnute
changes. |CMA refused to nodify the established procedures as outlined
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at the pre-bid conference, the cost-estimating senmnar, and in the
docunents. The DEZ representatives insisted that we at |east accept the
package. W responded that being late, it was of no value and was not a
bi d under consideration; however, if we did not have a responsive bid
anong the five, we would re-bid the project and that they may subnit a
bid at that time. An angry, disgruntled vice president and assistant of
the city DEZ left with their bid. The five bids were opened by the Vice
M ni ster of Housing in the presence of four of the bidding contractors
at 12:15 p.m and read as follows: 735,006 tenge; 1,360,905 tenge;
2,010, 700 tenge; 2,260,800 tenge; and 3, 846, 882 tenge.

J. THE Bl D REVI EW

The bid-review conm ttee conposed of two menbers of the republic
of Kazakhstan, one nmenber representing the city of Almaty, two menbers
representing the Kazzhil konkhoz mai ntenance staff, and two nenbers
representing ICVA net to review the bids. Using the point system as
contai ned in the bidding docunents, the individual nmenbers rated the
proposal s, assigning points as foll ows:

Experi ence 15

Staffing 15

Ref er ences 10

Wirk pl an 20

Cost 30

I nterview 10
Total 100

The conm ttee also could grant the foll ow ng bonus points:

Bonus for conpl eteness of bid 10
Bonus for non-governnent bidders 10
Total Points Possible 120

The seven-nenber committee ranked the proposals in all categories
except references and the interview A short while into the review
process the chairman of the steering committee interrupted the process
and said that he had a question that he was certain also was on the
m nds of all of the conmmittee nmenbers, that being his questioning of the
source of the funds necessary to pay the contractor. Wen asked for
clarification, he said that he did not believe that there were
sufficient funds available to pernmit the commttee to accept many of the
bi d proposals. The |ICVA menbers of the conmittee tried to get the
comm ttee back on focus and rem nded everyone that numerous attenpts to
obtain the budget for the pilot programhad been frustrated. The
chai rman said that a budget was available and set a staff person out to
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obtain the project file. Wth the file data before him the chairman
proceeded to read fromwhat, obviously, was an operation budget for the
territory which contained the pilot program The data included all of
the fees collected and expenses for services such as utilities,

t el ephone, and ot her costs that had not been included in the scope of
servi ces under which the contractors had been asked to subnmit their
bids. The ICVA staff stated that the data the chairman was providing
was not the project budget but rather a budget devel oped by the city for
the operation of the entire territory and that it did not answer the
gquestion as to what the pilot program budget really was. Al anyone
knew with any certainty was that the republic had commtted 1, 000, 000
tenge to the denonstration but that no one was certain that even this
noney has been transferred and readily available. The |ICVA staff

adnoni shed the committee nenbers that the questions posed shoul d have
been dealt with in the early planning stages for the project, not at

bi d-eval uation time, and that the anmount of nobney or the source of funds
was not the concern of the bidding contractor of the committee. They
were advised that if indeed the republic and the city did not have the
funds to fulfill the contract, they should not enter into the agreenent.
The chai rman then suggested that we invite one of the contractors who
had an ot herwi se good proposal and ask if he would do the work for a
mllion tenge |less. The suggestion was strongly rejected by the | CVA
nmenbers, and the committee returned to the task of evaluation. After
the initial points had been assigned, the top two candi dates were
contacted and asked to subnit references and to appear for an interview
by the board |ater that day. After the review of the references and the
interview, the board selected the firmof Magna as the nobst responsive
bid. The firmwas the third highest bidder but was considered to be the
nost experienced and had the enpl oyees and equi pnent necessary to
fulfill the contract.

During the course of the bid review, the comittee nmenbers had
difficulty understanding that their judgnent of the proposals should be
limted to the scope of work and conditions for bidding as set forth in
t he bi ddi ng docunents. Even with repeated cautions sone conmttee
nenbers continued to expand the scope of work to include capital repairs
or to inpose performance limtations on the contractor's proposal by
suggesting that the contractor would be restricted in follow ng the
mai nt enance schedul es presently used by the city. The effect of the
i mposition of the city schedul es was to chal |l enge the bidders who
proposed to performtasks with greater frequency than currently
schedul ed by the city. The reoccurring problens led the | CVA committee
nenbers to conclude that the majority of the committee nmenbers never
read the scope of work on which they were passing judgnment. It also was
rat her apparent that one of the contractors had been subjected to nore
chal | enges on schedul ing than had been the other, who several tines
during the interview had referred to a discussion that he had
participated in during a meeting with the city maintenance personnel.
This conmbi nation of a | ack of preparation on the part of the commttee
nenbers coupled with the belief that sonme behi nd-the-scenes discussions
had taken place during the time between the first nmeeting of the bid-
review committee and the oral interviews left a pall of suspicion on an
ot herwi se carefully controlled bidding process such that the sel ected
contractor was denied the opportunity to be awarded the contract on
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merit and fair conpetition free frompolitical nmaneuvering.

K. THE Bl D AWARD

The official announcenment of the contract award was made on July
18, 1994, by the Mnister of Housing for the Republic of Kazakhstan.
The award cerenony was attended by the vice mayor of Al maty and
officials of the republic and the city. Al of the contractors who had
subm tted bids were present. The selection of Magna as the contractor
for the programwas not announced prior to the neeting. The contractors
present were quick to offer their congratul ations to Magna and expressed
their appreciation for the opportunity to bid on the work, the care that
had been invested in the bidding process, and the opportunity to have a
private contractor involved in the Almaty naintenance effort. They also
chal | enged the vice mayor to find a nethod and noney to expand the
denonstration in the hope of involving other contractors who, through
t he bi ddi ng process, had denonstrated their willingness and ability to
becone involved in the privatization of naintenance effort.

L. MONI TORI NG

Prior to the issuance of the order to proceed to the contractor,
the sunmer interns, with advice fromthe short-termresident advisor
established a data base on the site conditions of the public portions of
the project. Using the sanme inspection formand procedures as will be
used during the execution phase of the pilot program the interns
visited the site once a week for three consecutive weeks and recorded
their findings. 1In addition to providing a site-condition base by which
the contractor's performance will be conpared, the pre-contract
i nspections helped in inproving the inspections formto allow for
additional notes nmade by the inspector. A copy of the revised
i nspection formis included (Exhibit E)

The contract requires that the owner inspect the properties on a
weekly basis using the aforenentioned inspection forms. It has been
reconmended that | CMA continue to use inspectors to nonitor the contract
and in so doing, evaluate the performance of both parties to the
contract: the owner and the contractor

The weekly inspection data collected will be evaluated, and the
contractor's conpensation under the contract will be affected by the
score earned for a given billing period. In performng the inspections
and the evaluations, the inspectors will review all of the components
within a category of duties assigned to the contractor. The score for a
wor k category shall reflect an honest assessnent as to how well the
contractor is perform ng each of the tasks specified in the work
category. The inspector shall take measures to be fair and objective in
conpleting the form The inspector shall rate the contractor's
performance as unsatisfactory, satisfactory, and outstanding. The three
grades carry correspondi ng nunerical values of 1, 2 and 3.

There are six work conponents to be eval uated and scored for each
buil ding on a once-a-week basis. This will result in a nmaxi num score of
18 points for any given building inspected as part of the weekly
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i nspection program The maxi mum nunber of inspection points that could
be assigned on any one inspection tour of the 15 buildings is 270
points. The weekly inspection process then would result in the maxi num
nunber of points that could be assigned in any given nonth as 1, 080.
The conputation of points assigned in any given nonth will be used to
determine if the contractor has earned an overall rating of outstanding
and, therefore, is entitled to the 10 percent bonus as provided for in
the contract. |If the contractor's nonthly rating indicates

unsati sfactory performance, the owner shall develop a work plan and a
tinetabl e setting forth the conditions under which the contractor can
again receive a satisfactory score. |f the contractor continues to
receive an unsatisfactory inspection score, the owner shall take
neasures to wi thhold paynent to the contractor and other such renedi es
as nay be deened appropriate up to and including the term nation of the
contract.

In evaluating the contractor'swork, the inspector has been instructed to use the following
guide:

Grounds K egping A general attractive appearance of the grounds. Evidence of regular
cleaning. Plantings properly maintained, grass cut, shrubs and trees
pruned. Playground equipment in good repair and safely maintained.
Walkways and parking areas clean, safe, and in good repair. (clear of snow
and ice.)

Refuseand Litter Groundsarefreeof litter and debris. Refuse and litter are properly
Control stored in areas designated for City refuseremoval. Refuse disposal
equipment isin good repair and in a good, operable condition. System
shows evidence of regular maintenance and disinfecting. Chutes and
common areas are free of garbage odors. Binsand storage areasare free
of overflow waste and show evidence of ongoing maintenance and
disinfecting. No evidence of rodents or insect infestation.

Janitorial Service Evidence of ongoing and routine janitorial maintenance. Windowsin
stairways are clean. Stairs, landings, and elevator cabs arefree of all dust,
litter and debris. The stairway system shows evidence of having been
recently washed in accordance with the contractor's maintenance plan.
The lighting fixturesin the stairways and the exterior of the buildingsare
in good working order and properly cleaned.

Current Repair Evidence that the Contractor isfollowing a program of current repairs.
Stairway walls and ceilingsarein good repair, free of defectsand are not
in need of repainting. The building systems of the public areas and
groundsarein a good state of repair, free of any defects, and in a safe,
good oper ating condition.

Selected Preventative  Evidence that the contractor isfollowing a program of preventative
Maintenance maintenance. Any repairsidentified during the last inspection have been corrected
or corrections currently areunder way. Theinspector did not discover any defects
to the systems or the building that had not already been reported by the contractor
to the owner.

Emergency Repairs Evidence existsin the records of the contractor that accurately document
the emergency repair requests that had been submitted to the contractor
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sincethelast reporting period, and the contractor'srecords show that the
contractor abated the emergency within 24 hours after having received the
request. Therecordsdocument thetimely reporting of the emergency to
the owner and record the measures being undertaken to correct. The
emer gency telephone numbers are clearly displayed in the common ar ea of
the building.

V. THE FUTURE

A REPLI CATI ON

The five-nonth pilot programw |l provide a test of the public
bi ddi ng process. However, a longer period under private managenent will
be required in order to denonstrate the ability of the private
contractor to continue to maintain the property at the expected | evel of
mai nt enance and to determne the ability of the contractor to respond to
resident-initiated requests for maintenance service within privatized
dwelling units. The additional time will enable the study of the
wi |l Iingness of the residents to pay for a higher |evel of naintenance
and custodial care. During this initial contract period the republic
shoul d undertake nmeasures to |ocate additional sites where the
privatization-of - mai nt enance program coul d be introduced. Ideally, one
or two additional cities could be introduced to the programto determ ne
if a greater anmount of |ocal government support will result in an
i nproved program A second feature that should be introduced in
expandi ng the denonstration is to try another cluster of apartnment
conpl exes either in Almaty or in another city and try the denonstration
without involving a grant. This would require negotiating with the
republic and the | ocal government to have the fees and commercial rents
col l ected be reserved for the privatization program W believe that
this need to develop both the local will to nove toward privatization
and the need to introduce a self-paying approach to the naintenance
servi ce package is essential if the goals of the republic to have all of
the dwel lings under private naintenance are going to be achieved before
the close of this century.

Wherever the privatization of maintenance programis introduced in
the future, care should be taken to understand that governnenta
officials and private contractors have little or no experience in
estimating costs for maintenance work, and therefore, early on in the
pl anning for the project, training in cost estimating and the process of
soliciting formal public bids should be carefully presented. |If the
consul tants believe that the governnent officials have difficulty
accepting or abiding with the requirenents of a true open public bidding
process, or are unable or unwilling to cooperate in providing a true and
accurate budget for the project, the denonstration should not proceed
until such assurances are nmade. The budgeting difficulties of the
Al maty experinent have denonstrated the inportance of involving the
government officials in applying the procedures and policies that have
been i ntroduced in devel oping the budget for the project. Had tine
permtted additional training of the government officials in the

33



procedures for estimating repair and maintenance costs, the resulting
scope of work and project budget woul d have been better understood by
the officials. Additional training in the nechani cs of naintenance cost
estimati ng woul d have m ni m zed the del ays, m sunderstandi ngs and
frustrations on the part of all in devel oping and inplenmenting the bid
and contract procedures and project budget.

Measures shoul d be undertaken to provide incentives for greater
participation and commtnent by the residents within a privatization of

mai nt enance project building. Ildeally, the privatization program should
be introduced in housing conpl exes that have all, or a large majority of
the dwel ling units under private ownership. A training program shoul d

be conducted for the residents to prepare themfor the responsibilities
of honme ownership and condom ni um or cooperative living. The training
shoul d i nclude the | egal and financial aspects and obligations of

owner shi p and shoul d i nclude a conprehensive study of the physica
aspects of nmaintaining the property including hands-on workshops in
sinpl e plunbing, electrical and carpentry repairs, as well as skills
devel opnent to assist residents in securing assistance in contracting
for repairs and preventative mai ntenance work Moddels for this type of
home ownership readiness training are available in Anerica froma nunber
of banks and lending institutions offering first-tine hone buyer
financi ng prograns.

Efforts should be nade to forma resident council which will serve
as the "owner" for the privatization of maintenance project.
Conmmi t nents shoul d be obtained fromthe residents in the formof their
agreeing to absorb a greater share of the cost of their housing by
accepting conservation neasures such as neters for gas, water and
heating, and the introduction of individual water heaters and space
heating equipment In return, the residents should receive a discounted
unit rate on their utility charges when conpared to non-netered
utilities in dwellings not enrolled in the privatization of maintenance
program The conpletion of a programof training in property managenent
and mai ntenance and the inplenentation of the conservation neasures
should result in the city waiving the naintenance and service charges
now assessed to the privatized and rental dwellings. A further
incentive woul d be to have privatized dwel lings operating under a
recogni zed resident council to be granted the ownership "title" to any
rental units within the building occupied by residents who chose not to
be an owner. The resident council would then be entitled to collect the
rent and fees normally paid to the city thereby increasing the anount of
wor ki ng capital available for maintenance and repairs. The conbi ned
ef fect of the conservation efforts and the assunption of the maintenance
and property managenent functions woul d be a trenendous savings to the
city and provide the only vehicle whereby the city will be able to
transfer the responsibilities for maintenance and property nanagenent
over to the owners and the private contracting industry.

The contract docunments and training materials devel oped under the
pi | ot program have been preserved in both Russian and English. In
addition, the pre-bid conference and the cost-estimating sem nar have
been vi deo-taped, which, along with the overhead transparencies and the
witten supplements, provide usable training tools for program
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expansi on.

B. LESSONS LEARNED

The pil ot program provi ded several valuable | essons that should be
i ncorporated into future privatization prograns.

e The necessity of having | ocal government support for the program
is critical in assuring that the programw || have a reasonabl e
chance for success and justifying the expenditure of tinme and
nmoney to effect the denonstration

e Wil e pre-bid-docunment review work i s under way wi th governnent
of ficials, meetings and comrunity organi zati on work shoul d be
underway to help prepare and enlist the invol venent of the
residents in the program The invol verent of resident
representation at all phases of the program devel opnent and
execution has been identified as essential to the success of the
pr ogr am

e There is a need to further sinplify the bidding docunents to
i nprove owner and contractor understanding. The failure of the
government officials to read and conprehend the scope of work and
the wi de range of proposed work tasks and costs submtted by the
Al maty bidders require that nore attention be given to devel opi ng
a nore prescriptive scope of work and a correspondi ng budget for
t he denonstration project. Also there is a need for additiona
training for the government officials, the |ocal maintenance
officials, and the residents as to how the introduction of the
private nai ntenance contract will change their roles or agency
i nvol venent and what inpact the private-sector involvement wll
have on their future.

e Future denonstration projects should include nore specific
| anguage in the contract docunents encouragi ng resident enpl oynment
and the paynment of a living wage to the workers hired and paid
through the efforts of the denonstration project.

C THE FUTURE

More work needs to be done to develop witten and video training
materials that serve a variety of needs associated with the
privatization of maintenance efforts supported by the United States
Government being introduced throughout the republics of the forner
Soviet Union. The training materials should cover all of the basics,
assum ng no prior know edge or understanding, and be presented in a
generic, sinple-to-understand manner that facilitates the translation
and pronul gation of the materials to a wide area of Eastern Europe,
Central Asia, the Baltic Republics, and the Russian Far East.

The training materials are essential to the successfu

i ntroduction of the privatization of maintenance program and are even
nore inportant to the devel opment of a private-sector, conpetitive
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mai nt enance and construction industry. Failure to properly educate and
assi st emerging contractors will |eave themvul nerable to graft and
political influence peddling of the "business as usual" group of
government bureaucrats as well as the enmerging Mafia. A system of
licensing of contractors and the encouragenent of trade associations
woul d hel p gal vani ze the industry and provide it with a unified voice
and the ability to assune the training and negotiating roles after the
privatization denponstration phase is over.
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EXH BIT B

CONTRACTOR'S STATEMENT
OF QUALIFICATIONS

INFORMATION ABOUT YOURSELF

1. The name of your business

Address of your business

Telephone number

Principles (owners of the business)

Name Address
Name Address
Name Address

Who will be in charge of the Proposal / Contract

DESCRIBE YOUR BUSINESS
Juridical person
Joint-Stock Company

Public Entity converting to
a Private company

Other

HOW LONG HAVE YOU BEEN IN BUSINESS?

DESCRIBE YOUR QUALIFICATIONS TO DO THE WORK DESCRIBED
IN THE REQUEST FOR PROPOSAL
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PLEASE DESCRIBE YOUR BUSINESS EXPERIENCE IN DETAIL

Tell us what customers you have had in the past.

List any current customers you have ( please include addresses and telephone
numbers)

May we contact your present customers for a reference yes no
DESCRIBE THE WORK APPROACH OR BUSINESS PHILOSOPHY OF YOUR BUSINESS.
TELL US HOW YOUR BUSINESS PHILOSOPHY DISTINGUISHES YOUR BUSINESS FROM
OTHER BUSINESSES DOING THIS TYPE OF WORK

HOW MANY EMPLOYEES DO YOU HAVE?

LIST YOUR EMPLOYEES BY NAME, POSITION IN YOUR BUSINESS, EXPERIENCE,
LENGTH OF TIME THEY HAVE BEEN WITH YOUR FIRM, PERCENTAGE OF TIME THEY
WILL DEVOTE TO THE PILOT PROGRAM

Name Position Experience Time in firm % time on Pilot

HOW MANY EMPLOYEES HAVE YOU FIRED OR LAID OFF IN THE PAST YEAR?

HAVE YOU EVER HAD A CONTRACT TERMINATED? NO YES (describe)

DO YOU HAVE THE FOLLOWING DOCUMENTS? If so, please provide a copy.

38



Annual Report no ves

Financial Statement no ves
Recent Audit no ves
Other Documents that no ves

will demonstrate the
soundness of your firm

SUBCONTRACTORS
DO YOU INTEND TO USE SUBCONTRACTORS
TO PERFORM ANY WORK ON THE PILOT PROGRAM? NO YES

(describe below)

Subcontractor What they will do?  In business since? Have you used them
before?

DESCRIBE THE PROCEDURES YOU WILL USE IN PROCESSING WORK REQUESTS
FROM RESIDENTS. PLEASE DESCRIBE THE PAPERWORK (forms, files) YOU WILL USE.

DESCRIBE YOUR PROCEDURES TO PROVIDE FOR 24 HOUR EMERGENCY COVERAGE

DESCRIBE YOUR PROCEDURES FOR COMPLETING ROUTINE SERVICE REQUESTS

DESCRIBE YOUR PHILOSOPHY REGARDING RESIDENTS RELATIONS. PROVIDE A
DESCRIPTION OF HOW YOU AND YOUR EMPLOYEES WILL RELATE TO THE PILOT
PROGRAM RESIDENTS. DESCRIBE THE MEASURES THAT YOU WILL TAKE TO INSURE
THAT THE RESIDENTS ARE SATISFIED WITH YOUR PERFORMANCE.
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DESCRIBE YOUR PHILOSOPHY REGARDING OWNER RELATIONS. PROVIDE A
DESCRIPTION OF HOW YOU AND YOUR EMPLOYEES WILL RELATE TO THE PILOT
PROGRAM OWNER TO INSURE THAT YOUR PERFORMANCE IS IN ACCORD WITH THE
CONTRACT. DESCRIBE THE PROCESS THAT YOU WILL USE TO COMMUNICATE AND
COORDINATE WITH THE OWNER.

DESCRIBE HOW YOU WILL COORDINATE THE ORDERING AND DELIVERY OF SUPPLIES
TO INSURE THAT ADEQUATE MATERIALS ARE AVAILABLE TO FULFILL YOUR
OBLIGATIONS UNDER THE CONTRACT.

DESCRIBE YOUR INVENTORY PROCEDURES AND THE CONTROLS YOU WILL USE TO
CONTROL SUPPLIES.

DESCRIBE HOW YOU WILL EVALUATE AND REPORT REQUESTS FOR CAPITAL
REPAIRS AND REPLACEMENTS. TELL US HOW YOU WILL EVALUATE THE COST OF
THE WORK AND SUGGEST METHODS OF CORRECTION TO THE OWNER.
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EXH BIT C
A Separate Sheet Is Completed For Each Of The Six Tasks
Contained In The Scope Of Work

CONTRACTOR'S WORK PLAN AND BUDGET
WORKSHEET

SELECTIVE PREVENTATIVE MAINTENANCE

Description of work TASKS Monthly cost Cost over contract period

Total Monthly  Total Annual

NOTE: The contractor shall be specific as to the task being performed, the frequency of
which the work will be done. For example, " wash each stairway once a week " Give the
cost for performing this task for each month of the contract, and for the total time of the
contract. Do not skip over tasks or combine them with other tasks, for example do not
combine stair sweeping and stair washing. You may bid the washing of each stairway
once a week but the sweeping and cleaning of each stairway should be done daily.
These are two separate tasks and should be reported and costed separately.

REMEMBER, THIS IS A WORK PLAN AS WELL AS A BUDGET
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EXH BIT D

REQUEST FOR PROPOSALS

TABLE OF CONTENTS

l. | NTRCDUCT! ON
A. BACKGROUND
B. OBJECTI VES
C. SCOPE OF WORK
D. FUNDI NG

E. PROCEDURE AND FORVAT FOR PROPCSAL SUBM SSI ON

1. PRE-BI D CONFERENCE

I11. DESCRIPTION OF THE PROPERTY AND PROCEDURE FOR | NSPECTI ON

I V. SELECTI ON PROCESS
A. EVALUATI ON CRI TERI A
B. | NTERVI EW
V. CONTRACT AWARD
A. CONTRACT FORVAT
B. CONTRACT PAYMENTS
VI . PERFORVANCE EVALUATI ON AND MONI TORI NG
A. FI NANCI AL ACCOUNTABI LI TY
B. MONI TORI NG AND RESI DENT SATI SFACTI ON
C. CONTRACTOR EVALUATI ON
VI I. ADD TI ONAL | NFORVATI ON
VIIT. EXH BITS

SAMPLE FORM OF CONTRACT
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I . 1 NTRODUCTI ON
A. Background

In 1993, a Menorandum of Cooperation was signed between the United
States Agency For International Devel opment (hereafter referred to as
USAI D) and the Republic of Kazakhstan, (hereinafter referred to as the
Republic), for technical assistance in the housing sector. The Republic
targeted the privatization of the managenent and mai nt enance of the
housi ng stock as one of the initial areas of study.

The Republic is conducting a Pilot Programto be co-sponsored by USAID
through its contractor, the International G ty/County Managenent
Association (I1CMA), to denpbnstrate the feasibility of providing high
quality private maintenance services to the housing stock

I npl enentation of the Pilot Programis scheduled to begin in 1994. The
Pilot Programw |l termnate with the end of the City Almaty's fi scal
year, Decenber 31, 1994, but the expectation is that the Contract wll
be continued for an additional period of tinme, and that the Pil ot
Programwi ||l result in ongoing expansion of private maintenance

servi ces.

In the context of the Pilot Program the Gty will explore private and
conpetitive alternatives to traditional forns of public naintenance.
The prem se of the Pilot Programis that private, conpetitive

nmai nt enance alternatives will be | ess expensive, and will lead to a
better quality of life for the residents.

Any juridical person, small business enterprise or individual nmay submt
a proposal. The entity which subnmts the best responsive bid
(hereinafter referred to as Contractor) will be selected to enter into a
Contract with the Owmer to provide the maintenance services.

B. Goals and Objecti ves.

The goal of the Pilot Programis to denonstrate the feasibility of
Private Contractors delivering high quality maintenance services to the
housi ng stock at a reasonabl e cost.

The Owner's goal is to maintain the buildings and grounds in a clean,
sanitary and safe condition within the approved budget.

The Pilot Programwi |l use quantitative and qualitative criteria to
eval uate performance. The Pilot Programis focused | ess on the "work
process" and nore on the "work results.” For exanple, the Contractor
will be required to maintain the building cormon areas to a certain
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standard of cleanliness and safety. The pilot Programis not concerned
wi th how the Contractor achieves this objective, but rather with the end
result. Wen the commobn areas are inspected by the Owmer and found to
be in conpliance with the stated objectives and budget, the Contractor's
performance will be judged as satisfactory, or outstanding in instances
where the Contractor has exceeded the performance objectives. |If the
obj ectives and budget are not net, the Contractor's performance will be
judged as unsati sfactory.

C. Scope of Work

The following is a general descriptions of the Scope of Wrk to be
performed by the Contractor in fulfilling the Owmer's goals. Bidders
shoul d review the Contract (attached as an Exhibit) for a detailed
description of the scope of work

1. CURRENT REPAIR  This includes any ordinary repair to buildings
and associ ated systens, structures and grounds required to keep the
buil ding in good working order. Current repair includes replacenent of
broken wi ndows and repair or replacenent of stairs, lighting fixtures
and railings in the common areas of the buildings. Current repair does
not include capital repair or extraordinary mai ntenance, such as the
replacenent of lifts, or replacenent of nmajor building conponents.

2. EMERGENCI ES. an energency is any repair that poses an
i medi ate threat to the safety and well being of the residents or the
general public, including any hazardous condition inside or outside of
the buildings. An exanple of an energency condition is a gas leak in a
flat or a building.

3. REFUSE AND LI TTER REMOVAL. The Contractor will be responsible
for assuring that refuse and litter are properly stored in the areas
designated for city pick up. In addition, on a regularly schedul ed
basis, the Contractor will clean and disinfect the refuse di sposa
equi prent i ncludi ng chutes, bins and refuse containers.

4. JANITORIAL SERVICE. The Contractor will be responsible for
performng routine janitorial tasks such as washing wi ndows in
stai rways, sweeping and washing the stairways and el evator cab, and the
repl acenment of bulbs in lighting fixtures in the stairways and ot her
conmon ar eas.

5. GROUNDS KEEPING. This includes the naintenance of an
attractive appearance of the grounds through regul ar cleaning and
mai nt ai ni ng of any plantings. playground equi pment, wal kways and par ki ng
areas. And where necessary, perfornmance of seasonal tasks such as | eaf
removal , snow and ice renoval, pruning and | awn nai nt enance.

6. SELECTI VE PREVENTATI VE MAI NTENANCE. The Contractor will be
responsi bl e for preventative mai ntenance of the building and its major
system conponents, as agreed upon with the Owmer. Preventative
mai nt enance is the performance of regularly schedul ed mai ntenance to
prevent and decrease the need for nore costly repairs.
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CONTRACTOR W LL NOT BE RESPONSI BLE FOR THE FOLLOW NG
CAPI TAL REPAIR. Capital repairs are major or extraordinary
repairs such as installation of a new heating system (The
Contractor shall assist the Omer by pronptly reporting conditions
that require capital repair. Suggestions fromthe Contractor on
courses of action to repair or replace capital itens are
encour aged.)
REPAI RS | NSI DE APARTMENTS.

REPAI RS TO HEATI NG PLUMBI NG AND ELECTRI CAL SYSTEMS, ROOFS, LIFTS
BUI LDI NG FACADES OR BALCONI ES.

TENANT TURNOVER REPAIRS. Repair of apartnments when new owners or
residents are noving in.

DI SPATCH OF DEZ MAI NTENANCE EMPLOYEES
CONTRACTS FOR UTI LI TIES OR OTHER COVMUNAL SERVI CES

THE CALCULATI ON OR COLLECTI ON OR RENT, UTILITY CHARGES OR COMMUNAL
SERVI CE FEES.

PASSPORT CONTRCL.

DRAFT REGQ STRATI ON

LEASI NG
D. FUNDI NG
Funding for the Pilot Programis provided by the Republic and the Cty
fromthe mai ntenance fees paid by the residents. The |evel of funding
reserved for the Pilot Program has been determ ned using actual historic

expense data, adjusted for inflationary trends.

Paynments to the Contractor will include an inflation index to protect
the Contractor against increases in expenses caused by inflation

Funding for this Pilot Programis for the current fiscal year ending
Decenber 1, 1994. Although the Contract will be witten for the August
1 to Decenber 31, 1994 period, they will contain an option on the part
of the parties to renew for an additional period of tine.
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E. PROCEDURE AND FORMAT FOR PROPCSAL SUBM SSI ON

Al'l Proposals must follow the format specified below. Proposals that do
not follow the specified format may be rejected by the Omner.

A conprehensive briefing on the procedure and format for Proposals wll
be given at the Pre-Bid Conference

ALL PROPCSALS MUST BE SUBM TTED TO THE | CMA OFFI CE AT 42 GOGOLYA STREET
#2 (RADI OTECHNI KA BUI LDI NG BY NOON, FRI DAY, JULY 15, 1994. Proposals
subm tted after noon on July 15 will not be accepted. Proposals should
be in a seal ed envel ope clearly | abeled on the outside with the words:

Bl D PROPGSAL

The Proposal contains two parts: a STATEMENT OF QUALI FI CATI ONS, whi ch
describes your work experience and qualifications; and a BUDGET AND WORK
PLAN, which describes your proposed work plan and the financial aspects
of your proposal. The formats for the Statement of Qualifications and

t he Budget and Work Plan will be described in detail and the fornms wll
be distributed at the Pre-Bid Conference.

1. PRE-BI D CONFERENCE

A Pre-Bid Conference will be held to brief all interested bidders on the
bi d procedures and formats. |Information regarding the Pilot Program
wi Il be discussed, and instructions regarding how to submt bids will be
covered at this nmeeting. Any questions about the Pilot Programor the
procedures for submitting proposals will be entertained at the neeting.
Any questions that are not answered at the neeting will be answered in
witing with copies made available to each conference attendant prior to
the date due for subm ssion of the Proposals.

In the interest of fairness, no questions will be entertained prior to
this conference. Do not tel ephone the Omer, the Cty, or the Mnistry
offices with questions. Please save all of your questions until the
pre-bid conference. By addressing all questions at the conference, all
interested bidders will have the benefit of hearing the same questions
and answers.

Al t hough attendance at the Pre-Bid Conference is not mandatory, all
interested bidders are strongly urged to attend.

The Pre-Bid Conference will be held at 10: 00 a.m on Wednesday, July 6,

1994 in room 408, Mnistry of Construction Housing and the Devel opnment
of Territories, 98 Zholtoksan (Mra), A maty.
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[11. DESCRIPTION OF THE PROPERTY AND PROCEDURE FOR | NSPECTI ON
A. PROCEDURE FOR | NSPECTI ON

Al'l potential bidders are encouraged to inspect the properties included
in the Pilot Program

A group tour of the properties will be conducted at 2:00 p.m on
Wednesday, July 6, 1994. Potential bidders should neet at 2:00 p.m in
front of the Hotel Al atau on Lenina Street.

Only one tour will be given. Individual tours will not be accomudat ed.
There is no prohibition regarding potential bidders nmaking their own
site visits, however, you nust notify the Omer that you will be
visiting a particular site in case there are any questions fromthe
residents regarding who you are or what you are doing on the site. The
tour will enable the bidders to becone famliar with the conditions of
every building including the structural elenents, systenms and equi prent.

I V. SELECTI ON PROCESS

The selection of Contractors for the Pilot Programshall be carried out
in an open and fair fashion that is consistent with the public purpose
of the Pilot Program

Proposals will be analyzed and contracts will be awarded on an equal and
fair basis, without regard to the race, sex, religious, or ethnic
backgrounds of the bidders.

Al'l Proposals will be opened at 12:15 p.m on Friday, July 15, 1994 at
| CMA.  The Proposal Opening may be attended by anyone that is
interested. A list of proposals and bid prices will be nade avail abl e
at the Proposal Opening.

Al'l proposals and their entire contents shall be considered to be open

to the public. Any proposal may be reviewed by any interested party
upon request.
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A. EVALUATI ON CRI TERI A

Al bidders will be evaluated and ranked using the following criteri a;

Criteria Poi nt s

Experi ence 15

Staffing 15

Ref er ences 10

Work Pl an 20

Cost 30

I nterview 10
Tot al 100

Bonus For

Conpl et eness

of Bid 10

Bonus For

Private Contractors 10

Tot al Possi bl e Points 120
B. | NTERVI EW

Interviews may be scheduled with all qualified bidders. A qualified

bi dder is one that has a good know edge of his sphere of activity and
has submitted a Proposal in accord with the requirenments described in
this docunent. |If you are selected for an interview, you may bring a
team of three representatives fromyour conpany to the interview
Interviews will be conducted by a teamof interviewers representing the
Omer, the Gty of Almaty and the Republic of Kazakhstan

V. CONTRACTS.

A. CONTRACT FORMAT.

A Model Contract in accord with the laws of the Republic of Kazakhstan
and the City of Almaty is attached as an Exhibit. Except for the nane
of the Contractor and the Contract anmount, the Contract will be in the
formof the Mdel Contract.

The Contract shall be open to the public and any interested party nay

review the Mbdel Contract and the signed Contract upon request.
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B. CONTRACT PAYMENTS

Al paynments under the Contract shall be nmade in tenge directly into the
Contractor's bank account. The Oamer shall nake the first paynent (for
the nmonth of August) in the amount of one-fifth of the total contract
anount on August 1, 1994. Subsequent paynents shall be made on a
nmonthly basis on the first day of each nonth, subject to the follow ng
pr ocedur e.

« If the Contractor has earned a satisfactory performance rating for
t he precedi ng nonth, then paynent for the next nmonth shall be nade
in the anount of one-fifth of the contract anount.

If the Contractor has earned an outstandi ng performance rating for
t he preceding nonth, the Contractor shall receive the base paynent
of one-fifth of the contract anount plus ten percent.

If deficiencies identified by the Omer are not corrected within a
reasonable time, or if the Contractor's performance is otherwi se
unsati sfactory, the contract paynents nmay be del ayed, reduced, or
withheld until the Contractor's performance is again satisfactory.

VI . PERFORVMANCE EVALUATI ON AND MONI TORI NG
A. FI NANCI AL ACCOUNTABI LI TY.

The Contractor shall be responsible for accurate and tinely record-
keepi ng regardi ng the recei pt and expenditure of all Contract paynents
under the Pilot Program Monthly financial reporting to the Owmers will
be required, and nonthly paynents nmay be del ayed, or withheld, if
financial reporting requirements are not nmet. Financial records shal

be subject to audit by independent auditors selected by the Ower at the
end of the Contract period and at any time during the Contract period,
as nay be required by the Oaner

B. MONI TORI NG AND RESI DENT SATI SFACTI ON

Moni toring of performance under the Contract will be done by the Omner.
The Oaner and Contractor will confer regularly to eval uate performance
and to provide feedback to each other. Mnitoring will include
assessnents of the physical condition of the buildings and grounds and
resident interviews to neasure satisfaction with the services provided
by the Contractor.
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C. CONTRACTOR EVALUATI ON

There are three levels of Contractor performance that will be recognized
by the Contract:

1. SATI SFACTORY PERFORVANCE -- The Contractor is performng all
work in accord with the Contract.

2. QUTSTANDI NG PERFORMANCE -- The Contractor's performance
exceeds all of the Contract provisions.

3. UNSATI SFACTORY PERFORMANCE -- The Contractor's performance
is belowthat stipulated in the Contract. Renedial actions

is required by the Contractor to correct performance
defi ci enci es.

A nore specific definition of what constitutes these three perfornmance
levels is included in the Contract.

VII. FOR ADDI TI ONAL | NFORVATI ON

Cont act :
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MODEL MAI NTENANCE CONTRACT

PRI VATl ZATI ON OF MAI NTENANCE
Pl LOT PROGRAM

ALNATY, KAZAKHSTAN

JULY 1994
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MAI NTENANCE CONTRACT

This Agreenment is made as of July |, 1994, between the Oaner and the
Contractor.
OMNER: CONTRACTOR
Narme: Narme:
Addr ess: Addr ess:
Phone: Phone:
Cont act : Cont act :
PREM SES

The Owner conducted a conpetition whereby various participants subnitted
proposal s to provide the mai ntenance services described in this
Contract.

The Contractor was sel ected as the successful bidder in that
conpetition.

The Owner wi shes to conduct a pilot programto denonstrate the
feasibility of private individuals or firms delivering conpetitive, high
qual ity mai ntenance services to the housing stock at a reasonabl e price.

The orderly and uni form nmai nt enance, appearance, and upkeep of the
bui | di ngs and grounds described in this Contract is necessary and
essential for the preservation and pronotion of the interest of the
Omer and the protection of the value of the property and conveni ence
and living conditions of the residents of the property.

The Republic of Kazakhstan and the Almaty Gty Admi nistration have
agreed to provide the funding for this Contract.

The Owner is authorized to hire by means of the Contract, a maintenance
contractor.

For purposes of the Contract, the term Ower includes the governnent
agency on whose behalf this Contract will be signed, and the residents
of the buil dings.
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AGREEMENT
Based on these prem ses, the Owmer and the Contractor agree as foll ows:
1. PROPERTY.

The buil di ngs and grounds that are the subject of this Contract are
descri bed on Exhibit I and are shown on the site plan attached as
Exhibit I1.

2. ENMPLOYMENT.

The Omner hereby enpl oys the Contractor as the exclusive provider of
mai nt enance services to the Property and the Contractor does hereby
accept such enpl oynent.

3. PONERS AND DUTI ES OF THE OMNNER.

The Oamner shall be the adm nistrator of this Contract. The Owner shal
assess the performance of the Contractor through fair and objective
nonitoring activities including the regular review of the Contractor's
reports, regular progress neetings with the Contractor, regular

i nspections of site and building conditions, and periodic surveying of
the residents to assess their satisfaction with the Contractor's
performance. The Oaner is responsible for providing free of charge,
suitabl e on-site warehouse and workshop space to the Contractor for the
Contractor to store supplies and equi prent necessary to conplete its
duties under this Contract. The Oaner shall provide to the Contractor,
a list of names, addresses, and tel ephone nunbers of all comercially

| eased spaces within the buildings. The Owmer shall also provide the
Contractor with a list of all pertinent nunicipal agencies and contact
persons related to the management and operation of the buildings. The
Omer is responsible for ensuring that all paynents due to the
Contractor under this Contract (including paynents to conpensate for
inflation) are made in accord with the Contract.

4. PONERS AND DUTI ES OF THE CONTRACTOR

A. Maintenance and Repair Duties. The contractor shall be authorized
and required in the name of and on behal f of the Omer, to perform al
servi ces reasonably necessary for the maintenance of the buil dings,
including but not limted to the follow ng:

1. CURRENT REPAIR  This includes any ordinary repair to buildings
and associ ated systens, structures and grounds required to keep
the buil dings in good working order. Exanples of current repairs
are cleaning of stairwells and entryways, replacenment of |ight
bulbs in the public areas of the buildings, replacenent of broken
doors and wi ndows, repair or replacenent of stairs, lighting
fixtures and railings in common areas and repair of any building
security systens. Current repair does not include capital repair
or extra ordinary mai ntenance, such as the replacenent of lifts or
repl acement of mmjor building conponents. The routine response
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time for current repair should not exceed 24 hours fromthe tine
between the Contractor's first awareness of a need for current
repair and conpletion of the repair. |If response tinme exceeds 24
hours, it may still be satisfactory if the delay was caused by

ci rcunst ances beyond the control of the Contractor

2. EMERGENCIES. An emergency is any repair that poses and

i mediate threat to the health or safety of the residents or the
general public, including any hazardous condition inside or
outsi de of the buildings. An exanple of an energency is a gas
leak in a flat or a building. Upon |earning of an energency
condition, the Contractor shall notify the Omer of the emergency
condi tion and the neasures taken by the Contractor to abate the
enmergency. The Contractor is not required to perform additiona
repair under this Contract, unless the Ower and the Contractor
agree to the additional work and the anmount of extra paynent to be
nmade by the Owmer. (An exanple of this procedure is as foll ows:

A resident reports a water leak to the Contractor. The Contractor
shoul d i medi ately shut off the water to the unit and notify the
Omer. The Omer may nmeke arrangenents to repair the | eak or may
ask the Contractor to repair the leak for additional pay to be
agreed upon by the Owmer and the Contractor.)

3. REFUSE AND LI TTER REMOVAL. The Contractor shall inspect the
public areas and grounds daily and renove all debris and litter.
The contractor shall assure that refuse and litter are properly
stored in the areas designated for garbage collection. In
addition, on a regularly schedul ed bases, the Contractor wl |

cl ean and disinfect the refuse disposal equi pment including
chutes, bins and refuse containers.

4. JANITORIAL SERVICE. The Contractor shall performroutine
janitorial tasks such as washing wi ndows in stairways, sweeping
and washi ng the stairways and el evator cab, and the replacenent of
electrical light bulbs in lighting fixtures in the stairways and
conmon ar eas.

5. GROUNDS KEEPING. The Contractor shall maintain an attractive
appear ance of the grounds through regul ar cleaning and nai ntaining
of any plantings, playground equi prent, wal kways and parki ng
areas. The Contractor will also performseasonal tasks such as

| eaf renoval, snow and ice renoval, pruning and | awn nai ntenance.

6. SELECTI VE PREVENTATI VE MAI NTENANCE. The Contractor will be
responsi bl e for preventative mai ntenance of the buildings and
their nmajor system conponents, as agreed upon with the Omner.



Preventative maintenance is the performance of regularly schedul ed
mai nt enance to prevent and decrease the need for nore costly repairs.

The Contractor shall conduct all work in accord with the approved budget
that is made a part of this Contract and is contained in Exhibit I11.

The Contractor is not responsible for the follow ng:

CAPI TAL REPAIR.  (capital repairs are defined as nmjor or
extraordi nary repairs such as installation or replacenent of
lifts, replacenment of roofs or installation of a new heating
system The Contractor shall assist the Omer by pronptly
reporting conditions that require capital repair. Suggestions
fromthe Contractor on courses of action to repair or replace
capital itens are encouraged.)

REPAI RS | NSI DE OF THE APARTMENTS. Unl ess authorized to do so
under separate contract with the Oaner

REPAI RS to heating, plunbing and electrical systens, roofs, lifts,
bui | di ng facades or bal conies - unless authorized to do so under
separate contract with the Omner

RESI DENT TURNOVER REPAIRS. (e.g. repainting of apartnents when a
new resident is noving in.)

DI SPATCHI NG OF DEZ nmi nt enance enpl oyees.

COVMMUNAL SERVI CES, including tel ephone, electricity, water, heat,
gas, sewer, and other utilities.

PASSPORT CONTRCL

B. MEETINGS AND SITE VISITS. The Contractor shall neet with the Oaner
at regularly schedul ed neetings (at |east once every two weeks) and at
ot her reasonable tines at the Owmer's request in connection with the
performance of its duties. The Contractor shall be available to arrange
site visits and to neet with the Owmer at the site.

C. EMPLOYEES. The Contractor shall select, enploy, and supervise such
enpl oyees as may be required to maintain the property, and as are
specifically provided for in the budget approved by the Omer. The

enpl oyees shall be deened to be the enployees of the Contractor. The
Contractor shall be responsible for their conpensation and any benefits.

D. WORK ORDER PROCEDURES. The Contractor shall design and inpl enent

procedures for residents (comrercial and residential) to request repairs
or nmai ntenance to the buildings or grounds.
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The Omner shall notify the residents of this systemand of the address
and phone nunbers where requests can be nmade. The Contractor shal
maintain a log listing the date and tinme of all resident requests and
the date and time of all actions taken by the Contractor (and materials
purchased), or describing the reason if no action was taken

E. RELATIONSHI P WTH RESI DENTS. The Contractor shall maintain a
responsi ve and cordial working relationship with the residents at all
tinmes. It shall be the responsibility of the Contractor to post the

t el ephone nunber(s) to be called for service after hours and during
hol i days. This notification nmust also include informati on on procedures
for reporting problens, including hazardous conditions and illega
activities observed at the property.

F. APPLI CABLE LAWS AND REGULATIONS. All work perforned under this
Contact is to be in full accord with all applicable legislation of the
Republic of Kazakhstan and the Gty of Al maty.

G BUDCGET. The Contractor agrees to performall services for a cost
(including all fees and profit) not to exceed that specified in the
approved budget (incorporated into this Contract as Exhibit 11.)

H PURCHASES. Any equi prment, tools, appliances, goods, supplies, and
mat eri al s purchased by the Contractor or under this Contract (according
to the budget or otherwi se) shall be considered the property of the
Owner .

. ACTIVITIES QUTSI DE SCOPE OF WORK. The Contractor is not obligated to
performany activities that are not within the Scope of Wrk described
above. The Contractor is free to agree with individual residents or the
Omer to do additional work outside the Scope of Wrk for additiona
paynent .

J. REPORTING The Contractor shall submit to the Omer on the tenth day
of each nonth, a project report for the preceding nonth. The project
report shall contain a detailed description of all receipts and

expendi tures under this Contract, the log of resident work done by the
Contractor under this Contract. The project report shall also contain a
description of any problens identified by the Contractor and any
reconmendati ons the Contractor has regarding the property or future work
under the Contract. The project reports shall be subject to audit by

i ndependent auditors selected by the Omer at the end of the Contract
period and at any tine during the Contract period, as required by the
Owner .

5. PRQJECT SUPERVI SION. The Mnistry of Construction and City Steering
Committee chaired by Erik Ozoling shall have the right to oversee all of
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the Omer and Contractor under this Contract, including the performance
of mai ntenance by the Contractor and the di sbursenent of funds by the
Owner .

6. NOTI CE TO PROCEED.

The Contractor shall not comrence work under this Contract until the
Owner has issued a "Notice To Proceed” in witing. A Notice to Proceed
is awitten consent fromthe Owmer to the Contractor to comence work
as of a certain date.

7. CONTRACTORS COVPENSATI ON

A. CONTRACT AMOUNT. This Contract shall be for the anopunt of

Tenge. The Contract anount is reflected in the approved budget
(EXHIBIT 111). The Contract anount includes all fees, overhead, and
profit payable to the Contractor, except for the "Qutstanding
Per f ormance” fees described bel ow.

B. PERFORVANCE LEVELS. It is the Owmer's responsibility to inspect the
condition of each of the buil dings and associ ated grounds and to review
the Contractor's performance at |east weekly. For each weekly

i nspection and review, the Owmer shall conplete a Property Inspection
Formin the formattached as Exhibit IV. There are three |levels of

per formance recogni zed by this Contract:

1. SATI SFACTORY PERFORMANCE -- monitoring indicates that the
Contractor is performng all work in accord with the Contract.
Routi ne mai nt enance response tine and energency response tinme is
satisfactory. Preventive naintenance schedul es are net. Reports
are accurate and received in a tinely fashion. Expenses do not
exceed budgeted | evels. The properties are usually clean and
attractive. Tenant surveys indicate a noderate increase in
satisfaction with the Contractor's performance over prior
traditional fornms of mmintenance. A nonthly inspection score

bet ween 660 and 959 is classified as satisfactory.

2. QUTSTANDI NG PERFORMANCE. -- nonitoring indicates that the
Contractor is performng all work in a fashion that exceeds the
Contract provisions. Routine maintenance response time and
enmergency response tinme are faster than the requirenents in this
Contract. Preventative maintenance is perfornmed ahead of
schedul e. Reports are error free and are recei ved ahead of
deadl i nes/ Expenses are at or bel ow budgeted |l evels. The
properties are always clean and attractive. Tenant surveys
indicate a significant increase in satisfaction with the
Contractor's performance over prior traditional forns of

nmai nt enance. A nonthly inspection score of 960 or above is

cl assified as outstanding.
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3. UNSATI SFACTORY PERFORVMANCE. -- monitoring indicated that the
Contractor is not performng work in accord with the Contract.
Exampl es of failure to performwork in accord with the Contract
are: routine nmintenance response Or energency response tinmes are
unsati sfactory' preventative maintenance schedul es are not net;
reports are inaccurate or are not received on tine, expenses are
above budgeted | evels; the properties are not usually clean and
attractive; or resident surveys indicate a decrease in resident or
satisfaction with the Contractor's performance when conpared to
prior reporting periods. A nonthly inspection score of 659 or

bel ow i s unsatisfactory. |f the Contractor is performng at the
unsati sfactory level, the Oamer shall imediately informthe
Contractor in witing, and the Contractor shall provide the Omner
with a witten plan and tinmetable to correct any performance
deficiencies. The Owmer shall give the Contractor a reasonabl e
time to correct the deficiencies.

The Owner nmay not deemthe Contractor's performance to be
unsati sfactory unl ess the Omer has nade the Omer has made weekly
i nspections and conpl eted weekly Property | nspection Forns.

C. CONTRACT PAYMENTS. Al payments under this Contract will be nade in
Tenge directly into the Contractor's bank account. The Oaner shall mnake
the first payment (for the nonth of August) in the ambunt of one-fifth
of the total contract anount on August 1, 1994. Subsequent paynents
shall be made on a nonthly basis on the first day of each nonth, subject
to the foll ow ng procedure.

« If the Contractor has earned a satisfactory performance rating for
t he precedi ng nonth, then paynent for the next nmonth shall be nade
in the anount of one-fifth of the contract anount.

« If the Contractor has earned an outstandi ng performance rating for
t he precedi ng nonth, the Contractor shall receive the base paynent
of one-fifth of the contract anount, plus ten percent.

e If deficiencies identified by the Owmer are not corrected within a
reasonable tinme, or if the Contractor's performance is otherw se
unsatisfactory, the contract paynments may be del ayed, reduced, or
wi thheld until the Contractor's performance is again satisfactory.

| NFLATI ON I NDEX. Al payments to the Contractor shall be adjusted for
fluctuations in the value of the Tenge according to the foll ow ng
procedure. The anount of each paynent due under the Contract shall be
multiplied by a fraction the nunerator of which is the "dollar exchange
rate" on the date of the paynent, and the denomi nator of which is the
"dol | ar exchange rate" on the date the Contractor's bid was submtted.
The "dol | ar exchange rate" shall be determ ned by averaging the rates
for buying and selling dollars published by Kranmds Bank and Kazcomerce
Bank on the date in question

8. CONTRACTOR S RESPONSI BI LI TY.
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The Contractor in the exercise of its powers and performance of its
duties and obligations under this Contract shall be responsible solely
to the Omner.

9. NO LI ABI LITY.

The Contractor is not liable to the Omer for any |oss or damage not
caused by the Contractor's own ni sconduct or negligence.

10. TERM OF CONTRACT.

The initial termof this Contract is for the period August 1, 1994
t hrough Decenber 31, 1994.

11. EXTENSI ON OF CONTRACT.

The initial termof this Contract nay be extended for such period and
for such an anobunt as nay be agreed upon by the parties.

12. TERM NATI ON FOR UNSATI SFACTORY PERFORVANCE

Term nation for unsatisfactory performance is a last resort, and only
when there is unsatisfactory performance on the part of the Contractor
and the Contractor has failed to renedy the unsatisfactory conditions as
requi red under this Contract. Termi nation shall not occur until al

possi ble efforts on the part of the Ower and the Contractor to cure or
remedy deficiencies have been exhaust ed.

13. ENTI RE CONTRACT.

This Contract contains the entire agreenent between the Omer and the
Contractor relating to the naintenance project. No prior
representations, agreenents or warranties, witten or oral, shall be in
effect unless contained in this contract. No nodifications of this
Contract shall be effective unless signed in witing by both parties.

14. NONDI SCRI M NATI ON

In the perfornmance of its obligations under this Contract, the
Contractor shall not discrimnate against an resident, potentia

enpl oyee, or enpl oyee based on grounds of race, color, sex, or nationa
origin.

15. COUNTERPARTS.
This Contract may be in several counterparts, each of which shal
constitute a conplete original Contract, which may be introduced in

evi dence or used for any other purpose w thout the production of any of
the other counterparts.
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The parties have executed this Contract on the date first witten above:

OMER:

(Name of Owner)

by:

(nanme of person)

CONTRACTOR:

(Nanme of Contractor)

by:

(nanme of person)
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EXHBIT E

PROPERTY INSPECTION FORM

BUILDING
ADDRESS:
DATE OF INSPECTION: INSPECTION PERFORMED
BY:
COMPONENT CONDITION COMMENTS
GROUNDS KEEPING 1 2 3
REFUSE AND LITTER 1 2 3
CONTROL
JANITORIAL SERVICE 1 2 3
CURRENT REPAIR 12 3

SELECTED PREVENTATIVE 1 2 3
MAINTENANCE

EMERGENCY REPAIRS 12 3

Project Inspection Form Guide

Scoring: The inspector will review all the components within a category of the duties assigned to
the Contractor. The score for a work category shall reflect an honest assessment as to how well
the Contractor is performing each of the tasks specified in the work category. The inspector shall
take measures to be fair and objective in completing the form. The numerical values to be
assigned are: Unsatisfactory - 1 Satisfactory - 2 Outstanding - 3

There are a total of 18 possible points that may be awarded per inspection of any building. The
maximum number of points that could be assigned on any one inspection tour is 360 points. The
Owner is obligated to conduct a complete inspection of the entire project weekly. This will result
in the maximum number of points that could be awarded to the Contractor in any given month is
1,440 points. The computation of points assigned in any given month will be used to determine
if the Contractor has earned an overall outstanding and is therefore entitled to the bonus set forth
in the Contract, or for the imposition of corrective measures to improve the Contractor's
performance or initiate Contract termination procedures.
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CONTRACT WORK CATEGORIESAND TASKS

Grounds K egping A general attractive appearance of the grounds. Evidence of regular
cleaning. Plantings properly maintained, grass cut, shrubsand trees
pruned. Playground equipment in good repair and safely maintained.
Walkways and parking areas clean, safe, and in good repair. (clear of
snow and ice)

Refuse and Litter

Control Groundsarefreeof litter and debris. Refuse and litter are properly stored in areas
designated for city refuseremoval. Refuse disposal equipment isin good repair and
in a good operable condition. System shows evidence of regular maintenance and
disinfecting. Chutesand common areas ar e free of garbage odors. Binsand
storage ar eas ar e free of overflow waste, and show evidence of ongoing maintenance
and disinfecting. No evidence of rodents or insect infestation.

Janitorial Service Evidence of ongoing and routine janitorial maintenance. Windowsin
stairways are clean. Stairs, landing and elevator cabs are free of all dust,
litter and debris. The stairway system. shows evidence of having been
recently washed in accordance with the Contractor's maintenance plan.
The lighting fixturesin the stairways and the exterior of the building arein
good working order and properly cleaned.

Current Repair Evidence that the Contractor isfollowing a program of current repairs.
Stairwayswalls and ceilingsarein good repair, free of defects and are not
in need of repainting. the building systems of the public areas and grounds
arein agood state of repair, free of any defects and arein a safe, good
operating condition.

Selected Preventative

M aintenance Evidence that the Contractor isfollowing a program of preventative
maintenance. Any repairsidentified during the last inspection have been
corrected, or correctionsare currently underway. Theinspector did not
discover any defectsto the systems or the building that have not been
already reported by the Contractor to the Owner.

Emergency Repairs Evidence existsin the records of the Contractor that accurately document
the emergency repair requests that have been submitted to the contractor
sincethelast reporting period, and the Contractor's records show that the
Contractor abated the emergency within 24 hours after having received the
request. Therecordsdocument the timely reporting of the emergency to
the Owner and record the measures being undertaken to correct . The
emer gency telephone numbers are clearly displayed in the common ar ea of
the building.
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EXHIBIT F

WORKSHOP FOR PROSPECTIVE
CONTRACTORS

JULY 8§, 1994

Congratulations! Y ou have just taken the first steps toward a successful career and financial
independence as an independent businessman.

Introduction

A country's wealth is not only money. It isthe things that money can buy. It isthe things that citizens
can useto earn, borrow, or produce money. The greatest wealth of a market economy is usually contained
in its buildings, especially its homes. The industry that constructs and maintains a country's homes and
other building, creates and conserves that country's largest source of private wealth. The owners of that
wealth are willing to pay an efficient and successful contractor to maintain it Thisiswhy in country's like
America the construction, maintenance and remodeling business is one of its largest industries. America
has over 500,000 construction companies with one or more employees. Another 250,000 contractors are
self-employed: that is they work for themselves.

Whether a contractor builds and maintains many large apartment buildings or simply one or two, almost
all began as very small businesses. Often they began as one or two people making repairs or building a
single home.

A home isthe largest and often the best investment most citizens ever make, and many investors buy
buildings in order to receive the rental income. In both cases, the quality of the buildings and their
maintenance represents many things--pride, a symbol of wealth, and financial security. Thus, the owners
of buildings pay professionals to manage and maintain their investment. They usually pay this money to
contractors like you.

Property managers act as a substitute for the owner. They usually collect rents, answer tenant
complaints, operate the common facilities, pay the bill, etc. They also make contracts for maintenance
with people like you who have the skills necessary to maintain and improve the investment that the
owners of property have made.

Your job as an independent maintenance contractor isto provide quality repair and maintenance
service at the lowest cost, so that the owner feels proud to call the building his’/her home, is comfortable
that the building is being properly maintained to protect his investment, and that the contract made with
you is agood business decision for both parties.

As an independent businessperson, you are also interested in making money. If you provide quality work

for reasonable prices, you will have alot of customers and make money. Asyour business grows, your
ability to make even more money will grow as well.

It cannot be stressed too for cefully,
good hard work on your part is essential
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if you want to survive as an independent
businessper son.

Presently, few contractors are available to bid for work in Kazakhstan. As more people become private
contractors, competition will increase. The two most important forces in competition are price and
quality. The highest quality for the lowest price always wins. But offering high quality and alow price
does not guarantee profits. Profit is the difference between your costs and the price you bid. Only by
managing your business efficiently and by making your costs as low as possible, can you maintain a
reasonable profit margin. The contractor who maintains the biggest difference between his revenues land
his costs is the contractor who survives and grows. Competition usually means contractors must find a
way not only to lower price, but to lower costs. This maintains a profit margin. If you keep your focus on
providing good work for reasonable prices, you will succeed and your business will grow.

Determining What Work Is
Right For You

The key question is: what can | do better and at alower price than someone else? When you become a
contractor, establish yourself in afield of work you know. Most of us know alittle about alot of things,
but we are only very good at afew tasks. If you take on more than you can handle and if you start by
bidding for work with which you are not familiar, you will be slow, fall behind schedule, lose money and
probably fail as a business person.

If the job you are interested in has some work items that you can do well, and some that you do not do
well, or have no experience in, perhaps you can hire someone to work with you as an employee, or asa
separate independent contractor who is under contract to you, not the owner. This contractor is called a
subcontractor. If the job you are bidding on is very large and has many work areas, you may need to hire
additional employees to do the work, or you may have to find one or more subcontractors to bid with you.
Be honest with yourself. Y ou will be most successful if you do what you know.

Estimating Contract Work

Y our success as an independent contractor depends on how accurately you estimate what you will charge
an owner. Estimate too low, you will lose money and eventually, will go out of business. If you estimate
too high, you will not receive the contract award if another contractor offers to do the same work for a
lower price.

There is no big mystery about contract estimating. 1f you are an organized person who can do detail
paperwork, you have the basic skills needed to become a successful contract cost estimate. If you are not
very organized, we are going to give you some helpful suggestions on how you can become better
organized.

Pl ease, | do not want to m slead you, there is no easy way to accurately
estimate mai ntenance contract costs. It is hard work and requires a | ot
of attention to details. In America, we call our maintenance or

construction contract costs estinmates, detailed cost estinmates. The key
word is detailed. Detailed cost estimating is a process were you break
down the project into all of the separate conponents. To make a
detail ed cost estimate, you nust breakdown the project into all of its
separate elenments. To know what the separate elenents are, you nust
read the plans and specifications for the project very carefully. you
should find themin the bid package given to potential bidders.

As you read the docunents wite down every task required on paper. W

have provided a formfor your use. In Anerica we call this formthe
take of f sheet, because you take information fromthe plans and
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specifications and transfer the data onto your formfor tabulation. This
process you can't avoid. It has to be done very carefully. Your success
and profit as an independent contractor will depend upon how accurately
you record each requirenment of the plans and specifications on the take
of f sheet.

VWhen you have conpl eted your take off sheet you will be able to
accurately estimate your |abor, material and equi pment costs for each
wor k conponent .

Getting Ready To Bid

Maj or contracts have detailed plans and specifications that outline the
work that the independent contractor is being asked to perform These
itens are contained in the bidders packet, the first, and one of the
nost i nmportant pieces of paper you will read in preparing to bid on the
project. Wen you pick-up your bid package you will be inforned of a
neeting whereby the owner or his agent will go over the bid docunments
and answer questions about the project. This neeting is called the pre-
bi d conference and is your opportunity to ask your questions and nake
certain you understand the material well enough to conplete your bid.

In an effort to be fair to all, questions raised after the pre-bid
conference will be answered in witing, copies of which will be provided
to all the people who attended and registered at the pre-bid conference.

After the pre-bid conference a tour of the project site will be
conducted by the owner or his agent. Each contractor is encouraged to
participate on the tour. |In order to devel op an accurate bid, you wll

have to becone famliar with the buildings, their location and the
condition of the areas you are bidding on. By visiting the site as a
group, each contractor benefits by hearing the questions that may be

rai sed by other bidders and the answers that are provided by the owner
of his agent. Individual site visits are not encouraged. The
apartnments are occupi ed and having contractors wal ki ng about the quarter
may be disturbing to the residents.

Havi ng read the bidders packet,

attended the pre-bid conference and

visited the site, you are now ready to begin
preparing your estimate of cost.

Organi zi ng Yoursel f First

The nore organi zed you and your workspace are, the quicker you can
prepare an accurate bid. A cluttered workspace will slow you down, and
may cause you to miss the bid submi ssion deadline. Cdutter and a | ack
of personal organization may cause you to forget to cost an item This
could be disastrous. Once you are awarded a contract, you rust perform
the work for the price you quoted. If you nmake m stakes |ike forgetting
to cost an item you will not stay in business for very | ong.

You shoul d begin by getting a nental picture of the project. Try to
remenber the conditions as you saw t hem when you visited the project.
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If the bid package contains plans, display themat your workspace, and
refer to themconstantly. Begin by carefully reading the
specifications. The specifications tell in detail exactly what you are
expected to do. The first specification may require that you wash the
stairs once a week. Once you have read the specification, deal with it.
Don't junmp around from place to place. This will only confuse you and
may cause you to forget sonething.

Preparing The Bid Take- O f Sheet

As soon as you read the specification in the Scope of Wrk asking you to
wash the stairways, you now have to deci de on how you will respond to
that specification. Let us assune you decide that you will wash each
stai rway once a week. You then enter that work itemon your take-off
sheet .

Your entry may read sonething like this:
Under Item or Description on the bid take-off sheet enter Wsh
St ai rways.

1. Under the columm headed frequency, Freq, enter 22, for you have
decided to wash the stairs weekly, and their are 22 weeks in
the contract term (August 1-Decenber 31)

2. Under the category headed Material, enter the cost of any
supplies you will have to purchase in order to wash the stairs.

Cl eaning solvent would be a material cost. Materials are supplies
you need for this specific job and are itens that are installed
and stay at the job site (concrete for exanple), or items that are
used up in performng the work. In our exanple, cleaning solvent
is used. The anmpunt of cleaning solvent that you will actually
use when you wash the stairs one tinme may not cost a |ot of noney,
but whatever the ampbunt is, be certain to wite the amount in the

col utm headed Unit Tenge.

3. In the next colum headed Extended, EXT T, Miultiply the amunt

of tenge you entered in the box, Unit Tenge tinmes the nunber you

wote in Frequency Freq. That snall amount of tenge has now grown

by 22 tines. This is how costs add up, and it is attention to

this detail that will nake you nmoney and hel p you becone a
successful contractor, or, if ignored, cause you to | ose noney and

go out of business.

We now know how much we have to bid for materials to wash the stairs
once a week for the termof the contract. W know need to cal cul ate the
cost of the person who is going to do the actual washing of the stairs.

Let us assune you have deci ded that one person will be assigned to wash
one staircase in a given building within the project. Based on your
experience you will have to estimate how much tine it will take for this
person to wash the stairs, start to finish, one tinme. Let us say you
estimate two hours. Enter the nunber two under the category Man-hours,
MH Unit. Renenber, this is the anount of time it will take one person to
wash down one staircase. Your bidis for five nmonths, or 22 weeks, so
again you would multiply the nunber of hours you cal cul ated in box

MH Unit times 22 in order to determ ne the anount of hours one person
will work a year in washing one staircase. |In our exanple, this is 44
hour s.
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Before we go on, you will have to determ ne how much you will pay the
person who you will hire to wash down the stairs. This calculation wll
have to be made for each enpl oyee you hire. You may decide to pay a
different rate for the person who paints the walls than you pay for the
person who washes down the stairs. Determine this for all your

enpl oyees and wite it down in your workbook. If you keep good records
like this, you will only have to do this cal culation of each enpl oyee
once. All our calculations are based on hourly rates. |If you pay by

the nmonth, you will have to translate your nonthly rate into an hourly
rate in order to know how nuch the stair washing project will cost you,
so you will know how much to charge the owner.

Once you have determned the hourly rate you nmultiply the hourly rate
times the nunber of man-hours per unit that you estimated in MH Unit.
You are probably ahead of me at this tinme. Yes, you have to multiply

t he nunber you cal cul ated for box MY Unit by 22. Enter this nunber into

t he box nmarked IWH EXT.

W now know the cost of our materials and the cost of the |abor to wash
down one staircase for one year. Now you have to ask yourself if there
is any equi pnent that you will need in order to wash down the staircase.
O course you need pails brushes and nops. This may seeminsignificant,
but when you use this equi pment for an extended period of time scrubbing
concrete, equipnent will wear out, and it is you who will have to pay
for it. Normally equi pnent as described herein is included as overhead,
however, we have included it in our training materials to help you

under stand what your true costs are in perfornmng a seemngly sinple
task such as washing a stairway.

Determ ne a price estimate for how rmuch equi pnent you will use in
washi ng down this staircase for the termof the contract, and enter this
nunber in the box Equi pnent EXT. Now you know everything you need to
know to cost out the washing down of one staircase for the termof the
contract.

Careful, you are not done yet. You have to check the plans and
specifications carefully and determ ne how nany staircases there are in
the project that you are responsible to nmaintain under the contract. |If
your review reveals that their are fifty staircases, enter 50 in the
Units colum. You nust then multiply your calculations for five nonths
of supplies, |abor and equi pment tines the nunber of staircases

i nvol ved, 50 in our exanple. Enter that product in the colum farthest
to the right on the form Renenber the angels are in the details. |If
you are careful, and organi zed you will not mss a step or a cost. This
will not only make noney for you it will save you noney.

This is hard work and tinme consumi ng, but there are no short cuts. As

you becone nore experienced in bidding you will find that you can refer
to your previous bids for information you have al ready cal cul ated, but

their is no escaping the hard work and attention to detail

Now t hat you have an understanding of the process, it is up to you to
read the specifications and review the plans carefully to nmake certain
that you do not forget anything. A sinple but effective way to help you
nake certain that you do not forget anything is to use a col ored narker
and each tine you finish cost out a specification in the Scope of Wrk
you check the itemoff the Scope of Wrk docunent. The sane is true in
reviewing the plans. Each tinme you verify a nunber or unit on the plans
such as the counting of the staircases, mark the plans so that you know
you have properly counted the stairways in a building. If, when you
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finish your bid cal culations you have a specification or a conmponent on
the plan that does not have a col ored check mark you know you probably
forgot to include the itemin your bid. Renenber, each itemforgotten
i s money out of your pocket.

Use the technique that your have learned to go throughout the bid
package plans and specifications and each tine you encounter a task that
you are being asked to do, such as washing the stairs in our previous
exanple, wite that description down on the bid take off sheet until you
have accounted for every task you are being asked to perform |It's as
sinple as that. |If there are 600 tasks described in the specifications
and plans, follow the process for each one and you will have a prepared
an accurate bid.

One nore tip to help you. Contract specifications do not al ways provide
all the detail you need to accurately determne the cost. In our

stai rway washi ng exanple, the specifications sinply required that you
bi d on washing the stairways. The plans only told you how many
stairways there are in the project. It was up to you to go through the
process of washing the stairways in detail in your mind to make certain
you bid the true costs. You al so had to deci de on how often you w ||
wash the stairways. Sonetines the bid docunents include a task with
which vyou are not famliar. It is inportant that you understand the
work set forth in the bid documents. You do not have to know how to do
each work item yourself, but you should be able to accurately estimate
the cost of materials, the equipnment that you will need and a good
estimate as to how many man-hours will be required to performthe task
For exanpl e, electrical system naintenance.

Addi tional or Specialized Wrk

The owner nay request that you performa nmai ntenance task on the

el ectrical system so as to maintain a safe operation condition at al
tines. You may be confortable in doing the replacenent of light bulb
and lighting fixtures, but you and your existing enployees may | ack the
experience and skill needed to do the technical work in naintaining the
el ectrical systemin a safe operating condition. You have three

choi ces:

First, you could try to hire a person who has the electrica
skills necessary to keep the electrical systemin good operating
condition. In order to do this you would have to be sure that
there is sufficient work to maintain a full-tine enpl oyee and the
necessary equi pment and tools needed to maintain the system

Your second choice is to try and find an expert that you could
contract with who would help you fulfill the request of the owner.

The person you contract with is called a subcontractor.

The third choice, and the | east acceptable choice, is to admt
that you cannot neet special requests, or an el ement of the Scope
of Work and decide not to bid.

Pl ease be honest with yourself. Do not just assune that you can perform
tasks for which you have no experience, and do not take chances assum ng
that if you are successful and are awarded the bid that you will be able
to locate the expertise that you need at that tinme. Wen in doubt, do
not bid.

Subcontractors
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Since we are just beginning to devel op an i ndependent contracting

i ndustry in Kazakhstan, you may have sone difficulty in |ocating
subcontractors. However, as time goes by, nore and nore contractors and
specialty contractors will conme into being, making subcontractors nore
readi |y avail able, and of course, giving you nore conpetition

If you have not worked with a subcontractor before, you should try to
visit a work site where he and his crew are working. This will give you
a good idea about the quality of the workmanship he will provide. be
certain to talk to the job superintendent. He will be able to tell you
if the subcontractor is a good choice. Renenber, the general contractor
may hire a subcontractor sinply because the subcontractor will work
cheaply. However, it is the job supervisor who has to keep the project
on schedul e and deliver the quality the owner is expecting.

After you have been in business for a while, you will establish a file
of contractors that have done work for you in the past. Keeping
accurate data on their work performance and rates of conpensation wll
hel p you produce a cost estimate quickly in the future.

When you are going to | ook a subcontractor to hire to help you with your
project, you performthe same tasks that the owner is asking you to
performin inviting you to bid. This requires that you provide the
subcontractor with a witten request for a bid. Be certain to include
the specification and the portion of the drawings that nmay apply to the
subcontractor work. It is a good idea to tell the subcontractor exactly
what work for which you are asking himto provide you with a bid. Be
certain that you and the subcontractor understand when the work wil |
begin and when it is expected to be conpl et ed.

Re- checki ng Your Cal cul ations

Now t hat you have listed all the work itens and the costs that you have
conputed, it is tinme to recheck your work to nmake certain that you did
not forget sonething.

1. Recheck the Scope of W rk docunent to nmake certain you have
included all the work itenms requested. Renenber to | ook for
all the colored check-of f marks. Non-colored specifications
probably means you forgot sonething.

2. Recheck the plans to make certain you have included all the
work items requested. Look for the colored marks. |f you
did not color in a building feature, you may have forgotten
to include the item

3. Recheck the bids you received fromyou subcontractors.
Verify that you accurately transferred their bid quote onto
your take-off sheet.

Tot al Your Costs

Now t hat you have satisfied yourself that you have not m ssed sonet hing,
add all the costs in the Total Cost colum. As a new busi nessperson
you will not know if the total cost you have calculated is realistic.

As you becone nore experienced you will build a file of jobs that you
priced out and you can conpare the costs of the new bid against the
records you have. Since we are specifically involved with the

mai nt enance of apartnents, you will, over tine, be able to translate
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your total cost to a cost per apartnent, or to a square meter cost.

This will be an inportant indicator as to how accurate your bid is. The
owner will also be interested in determ ning the cost per apartment unit
or per square nmeter. Now that you are certain that you have included
enough noney to pay your enployees, your materials and equi pnent
suppliers, and your subcontractors, it is nowtine to pay yourself for
all your hard work.

Cal cul ating The Profit

Overhead and profit are the last calculations that you will nake before
conpl eting your bid. Because they are the |ast step, many contractors
forget to include them \Wen they forget, they are elinmnating the very
reason they are independent contractor, that being the ability to nmake
noney working for yourself. |If you forget to include overhead and
profit you will be working for everybody el se, enpl oyees, suppliers,
sub-contractors, but not for yourself. |f you use the Bid Summary form
you will not forget to include overhead and profit.

Conputing the profit is not difficult. First of all you should
determ ne what |evel of profit are you hoping to earn. For our exanple
| et us assune that you would like to work with a profit margin of 15
percent. |f your total cost estimated for the job is 1,250,000 tenge,
then in order to have a 15 percent profit margin you multiply 1,250,000
by 1.18 percent:

1,250,000 X 1.18 = 1,475,000 tenge

Check Everything One More Tinme
This final check is very inportant. The governnent and the owners are

taki ng special measures to assure that the bidding process is fair
honest and accurate. The expectations of the governnent and the owners

are set forth in the bidders packet. |[If you have submtted everything
exactly as it has been requested than you bid will be classified as
responsive. |f you forget to do sonething, or intentionally |eave

sonet hi ng out because you did not think it was inportant, then the
governnment and the owners in review ng your bid proposal will disregard
your bid as non-responsive. This is the only way we can protect the
owners interest and be certain that they are awarding the contract to a
reliable business in order to get the highest quality of work for the

| owest price.

70



